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TREASURY DEPARTMENT. 

Ilurean of Customs. 

fT. D. 403431 

Merchandise nf Bonded Warehouse 

EXTENSIONS OF WAREHOUSING PERIOD AUTHORIZED FOR MERCHAN¬ 
DISE IMPORTED DURING 1034 AND 1935 

January 13, 1938. 

To Collectors of Customs and Others Concerned: 

Reference is made to merchandise imported during 1934, 
os to which, under the authority of a proclamation issued 
by the President on December 29. 1930,' the statutory three- 
year warehousing period was extended by the Secretary of 
the Treasury for one year in Treasury Decision 48759 of 
January 14. 1937.” 

Acting under the authority vested in him by section 318 
of the Tariff Act of 1930. 46 Stat. 690 <U. S. C. title 19. 
sec. 1318), the President, on December 29, 1937, issued a 
proclamation declaring an emergency to exist and authoriz¬ 
ing the Secretary of the Treasury to extend the warehousing 
period for not more than one year in the case of merchan¬ 
dise imported during the calendar year 1934 or 1935, subject 
to the following conditions: 

Provided, however. Thnt In each and every case the Secretary 
or the Treasury shall require that the principal on the warehouse- 
entry bond, tn order to obtain the benefit* under the extension 
granted, shall either furnish to the collector of customs for the 
district in which the merchandise is warehoused the agreement 
of the sureties on such bond to remain bound under the terms 
and provisions of the bond to the same extent as If no extension 
were granted, or furnish an additional bond with acceptable 
sureties to cover the period of extension. 

Pursuant to the authority conferred upon me by the 
proclamation of December 29, 1937, the period during which 
merchandise Imported during the calendar years 1934 and 
1935 may remain in warehouse is hereby extended for one 
year; and collectors of customs are hereby authorized (1) 
in the case of merchandise imported during the calendar 
year 1934. to permit such merchandise to remain in ware¬ 
house for a total period of not exceeding five years from the 
date of importation, and (2) in the case of merchandise 
imported during the calendar year 1935, to permit such 
merchandise to remain In warehouse for a total period of 
not exceeding four yeans from the date of Importation, 
provided that in each case the principal on the warehouse- 
entry bond shall either furnish the agreement of the sureties 
on such bond to remain bound under the terms and provi¬ 
sions of the bond to the same extent as if no extension were 
granted, or furnish an additional bond with acceptable 
sureties to cover the period of extension. 

(seal! Stephen B. Gibbons. 

Acting Secretary of the Treasury. 

|F. R Doc.38-172. Filed, January 17.1938; 3:44p.m.] 

•2P.R 1 (DI). 

* 2 F. R. 13S (DI). 


IT. D. 493441 

Drawback Merchandise—Extension of Period for 
Exportation 

EXTENSIONS OF 3-YEAR PERIOD PRESCRIBED IN SECTION 313 (H), 
TARIFF ACT OF 1930 

January 13. 1938. 

To Collectors of Customs and Others Concerned: 

Acting under the authority vested in him by section 318 of 
the Tariff Act of 1930. 40 Stat, 696 (U. S. C., title 19. sec. 
1318), the President, on December 29. 1937, 1 issued a procla¬ 
mation declaring an emergency to exist and authorizing the 
Secretary of the Treasury— 

(1) in the case of articles manufactured or produced in 
the United States with the use of imported or substituted 
merchandise for drawback purposes where the Imported mer¬ 
chandise Involved was Imported during the calendar year 

1934, to extend the period for exportation of the completed 
article, or shipment thereof to the Philippine island* , for not 
more than 1 year from and after the expiration of the 3-year 
period prescribed in section 313 <h). Tariff Act of 1930. 46 
Stat. 694 ru. 8. C„ title 19. sec. 1313 (h>). as extended for 
1 year under the authority of a proclamation dated December 
29. 1936 (T. D. 48773 ’>; and 

(Z) in the case of articles manufactured or produced in 
the United States with the use of imported or substituted 
merchandise for drawback purposes where the imported 
merchandise involved was imported during the calendar year 

1935, to extend the period for exportation of the completed 
article, or shipment thereof to the Philippine Islands, for not 
more than 1 year from and after the expiration of the 3- 
year period prescribed in said section 313 *h). 

Pursuant to the authority conferred upon me by the 
President’s proclamation of December 29. 1937, the period 
prescribed in section 313 <h> of the Tariff Act of 1930 for 
the exportation, or shipment to the Philippine Islands, of 
articles myiufactured or produced in the United States with 
the use of imported or substituted merchandise is hereby 
extended to allow the following periods for exportation of 
the completed article or shipment thereof to the Philip¬ 
pine Islands:—tl) not exceeding 5 years after importation 
in cases where the imported merchandise involved was im¬ 
ported during the calendar year 1934: and <2> not exceed¬ 
ing 4 years after importation in cases where the imported 
merchandise involved was imported during the calendar 
year 1935. 

1 seal 1 Stephen B. Gibsons. 

Acting Secretary of the Treasury. 

|F. R. Doc. 38-173: Filed, January 17,1938: 3:45 p. m.) 


* 2 F. R.3447 (OX). 
’2KK181 (DI). 
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Bureau of Internal Revenue. 

|T. D. 4791) 

Income Tax 

REGULATIONS 94 AMENDED TO ACCORD WITH THE REVENUE ACT OF 

193? 

To Collectors of Internal Revenue and Others Concerned: 

In order to accord with the Revenue Act of 1937, ap¬ 
proved August 26, 1937 (Public, No. 377. Seventy-fifth Con¬ 


gress, Chapter 815, first session). Regulations 94 1 are 
amended as follows: 

The first paragraph of article 1-1 is amended to read as 
follows: 

"Article 1-1. Scope of regulations. —These regulations 
deal with the taxes upon net income Imposed by Title I of 
the Revenue Act of 1936 and that title, as amended by the 
Revenue Act of 1937, including the tax imposed by section 
102 of Title I of the Revenue Act of 1936 upon the net in¬ 
come of certain corporations, and the tax imposed by Title 
IA of the Revenue Act of 1936 and that title, as amended 
by the Revenue Act of 1937, upon the undistributed adjusted 
net income of personal holding companies. (See section 
351.)" 

Article 1-1 is further amended by adding at the end 
thereof a new paragraph to read as follows: 

"The references in these regulations Ur the Revenue Act 
of 1936 and to titles, sections, subsections, or paragraphs 
thereof shall be considered, wherever consistent, as references 
also to such Act. titles, sections, subsections, or paragraphs 
thereof as amended by the Revenue Act of 1937." 

Article 3-1 is amended to read as follows: 

"Art. 3-1. Division of reputations .—These regulations have 
been divided into 37 chapters. Chapter I relates to Intro¬ 
ductory Provisions. Subtitle A of Title I. Chapter II to IX 
relate to General Provisions. Subtitle B of Title I. Chapters 
X to XXH relate to Supplements A to D of Supplemental 
Provisions. Subtitle C of Title I. Chapters XXIII to XXIX 
relate to Supplements E to K of Supplemental Provisions, 
Subtitle C of Title I. Chapters XXX to XXXIV relate to 
Supplements L to P of Supplemental Provisions. Subtitle C 
of Title I. Chapter XXXV relates to Title IA, Surtax on 
Personal Holding Companies, prior to its amendment by the 
Revenue Act of 1937. Chapter XXXV (A) relates to Title 
IA. as amended by the Revenue Act of 1937. Chapter 
XXXVI relates to Title VTII, General Provisions of the Act.” 

The following is inserted Immediately preceding article 
4-1, relating to application of regulations to special classes 
of taxpayers: 

"Section 207 (a) of Title II of the Revenue Act of 1937. 
relating to foreign personal holding companies, provides: 

l" ‘Sec. 207. Minor Amendments to Title I of 1936 Act. 1 

M ‘(a) Section 4 of the Revenue Act of 1936 is amended by 
adding at the end thereof a new subsection to read as 
follows: 

”*”(i) Foretgn personal holding companies and their 
shareholders—Supplement P.. 

Article 4-1. relating to application of regulations to special 
classes of taxpayers, is amended by adding after the number 
XXIX appearing for the first time in the first sentence 
thereof, the following: "and Chapter XXXIV" 

Article 4-1 is further amended by inserting the end of 
the table preceding the last paragraph the following: 

"Chapter XXXIV— Foreign Personal Holding Companies" 

Article 4-1 is further amended by changing the clause “see 
articles 351-1 to 351-9, inclusive” appearing in the next to 
the last sentence thereof to "see articles 351-1 to 351-9. in¬ 
clusive. and articles 351-1 (1937) to 358-2, Inclusive.” 

Article 4-1 is further amended by inserting between the 
last two sentences thereof the following: "For provisions 
relating to the taxation to shareholders of the income of 
foreign personal holding companies and requiring certain 
information returns, see articles 331-1 to 340-2, inclusive.” 

Article 11-1, relating to income tax on individuals, Is 
amended by substituting for the last two sentences thereof, 
the following: "See section 351 <d) as to shareholders of 
personal holding companies. See Supplement P as to share- 


* 1 F. R, 1802, 1867. 1947. For other amendments of Regulation* 
94 made necessary by the Revenue Act of 1937, see Treorury Deci¬ 
sions 4782 and 4784. approved December 7, 1937 and December 15, 
1937. respectively (2 F. R. 3213. 3279 (DI)). 
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holders of foreign personal holding companies. See section 
117 as to the treatment of capital gains and capital losses.” 

The following is inserted immediately preceding article 
12-1, relating to surtax on individuals: 

"Section 2 of Title I of the Revenue Act of 1237, relating 
to personal holding companies, provides in port: 

“ * Sec. 2. Changes in Cross-References. 

"‘Section 12 (c) % • • of the Revenue Act of 1936 

are amended by striking out “section 351" and inserting in 
lieu thereof "Title IA"/" 

The following is inserted immediately before article 14-1. 
relating to surtax on undistributed profits of corporations: 

"Section 2 of Title I of the Revenue Act of 1937. relating 
to personal holding companies, provides in part: 

" ‘Sec. 2. Changes in Cross-References. 

" ‘Section • • • 14 (f) • • • of the Revenue Act 

of 1936 are amended by striking out "section 351" and in¬ 
serting in lieu thereof "Title IAV " 

The last sentence of article 21-1 Is amended by striking 
out "and 351" and inserting in lieu thereof "Title IA and 
Title IA. as amended". 

The last sentence of the first paragraph of article 22 
(a)-l is amended to read as follows: 

"As to dividends, see sections 115 and 337 (b). M 
• The following is Inserted at the end of Chapter HI: 

"Section 207 (b) of Title n of the Revenue Act of 1937, 
relating to foreign personal holding companies, provides: 

1"‘Skc. 207. Minor Amendments to Title 1 of 1936 Act .1 

" *<b) Section 22 of such Act is amended by adding at the 
end thereof a new subsection to read as follows: 

"'"(g) Foreign Personal Holding Companies. —For provi¬ 
sions relating to gross income of foreign personal holding 
companies and of their shareholders, see section 334." *" 

The last paragraph of article 23 <b)-l is amended by 
adding at the end thereof the following: 

"As to other amounts of interest not deductible under 
section 23 (b). see section 24 (c). as added by the Revenue 
Act of 1937.” 

The first sentence of article 23 (e)-l, relating to losses 
by individuals. Is amended by substituting for the clause, 
"section 24 (a) (6), relating to losses from sales or exchanges 
of property between the members of a family or between a 
corporation and its shareholders." the following: 

"section 24 (a) (6) (prior to the amendment of section 24 

(a) by the Revenue Act of 1937) relating to losses from sales 
or exchanges of property between the members of a family 
or between a corporation and its shareholders: section 24 

(b) (as added by the Revenue Act of 1937) relating to losses 
from sales or exchanges of property between persons 
designated therein;" 

The first sentence of article 23 (D-l, relating to losses 
by corporations, is amended to read as follows: 

"Losses sustained by domestic corporations during the tax¬ 
able year and not compensated for by insurance or other¬ 
wise are deductible except insofar as not prohibited or lim¬ 
ited by sections 23 (g), 24 (a) (6) (prior to the amendment 
of section 24 (a) by the Revenue Act of 1937), 24 (b) (as 
added by the Revenue Act of 1937), 112, 117, 118, and 251" 

The following is Inserted immediately before article 24-1, 
relating to personal and family expenses: 

"Section 301 of Title HI of the Revenue Act of 1937, 
relating to disallowed deductions, provides: 

" ‘Sec. 301. Disallowed deductions. 

"‘(a) Section 24 (a) of the Revenue Act of 1938 is 
amended to read as follows: 

"'"(a) General rule. —In computing net income no de¬ 
duction shall in any cose be allowed in respect of— 

**' M (l) Personal, living, or family expenses; 


" • "(2) Any amount paid out for new buildings or for 
permanent improvements or betterments made to in¬ 
crease the value of any property or estate; 

"'•*(3) Any amount expended in restoring property 
or in making good the exhaustion thereof for which an 
allowance ts or has been made; 

.(4) Premiums paid on any life Insurance policy 

covering the life of any officer or employee, or of any 
person financially interested in any trade or business 
carried on by the taxpayer, when the taxpayer is 
directly or indirectly a beneficiary under such policy; or 
"*"<5> Any amount otherwise allowable as a de¬ 
duction which is allocable to one or more classes of 
Income other than interest (whether or not any amount 
of income of that class or classes is received or ac¬ 
crued) wholly exempt from the taxes imposed by this 
title. 

"‘"(b) Losses from sales or exchanges of property >— 
" ,M (D Losses disallowed. —In computing net income 
no deduction shall in any case be allowed in respect 
of losses from sales or exchanges of property, directly 
or indirectly— 

" 4 "(A) Between members of a family, as defined In 
paragraph (2) (D); 

“‘"(B) Except in the case of distributions In 

liquidation, between an Individual and a corporation 
more than 50 per centum in value of the outstanding 
stock of which Is owned, directly or indirectly, by 
or for such Individual; 

"•"(C) Except in the case of distributions in 

liquidation, between two corporations more than 50 
per centum in value of the oustanding stock of each 
of which is owned by or for the same individual, if— 
" * "(i) Either one of such corporations, with re¬ 
spect to the taxable year (if beginning after De¬ 
cember 31. 1935) of the corporation preceding the 
date of the sale or exchange, was a personal holding 
company as defined in section 352, or 
"“*(11) Either one of such corporations, with re¬ 
spect to the taxable year (if not beginning more 
than 12 months before the date of the enactment 
of the Revenue Act of 1937) of the corporation 
preceding the date of the sale or exchange, was 
a foreign personal holding company as defined In 
section 331; 

"‘"(D) Between a grantor and a fiduciary of any 
trust; 

"‘"(E) Between the fiduciary of a trust and the 
fiduciary of another trust, if the same person is a 
grantor with respect to each trust; or 
" ‘ "(F) Between a fiduciary of a trust and a bene¬ 
ficiary of such trust. 

"*"(2) Stock ownership, family, and partnership 
rule.—For the purposes of determining, In applying 
paragraph (1). the ownership of stock— 

"‘"(A) Stock owned, directly or indirectly, by or 
for a corporation, partnership, estate, or trust, shall 
be considered as being owned proportionately by or 
for its shareholders, partners, or beneficiaries; 

"‘"(B) An individual shall be considered as own¬ 
ing the stock owned, directly or indirectly, by or for 
his family; 

"‘“(C) An individual owning (otherwise than by 
the application of subparagraph (B)) any stock in a 
corporation shall be considered as owning the stock 
owned, directly or indirectly, by or for his partner; 

"‘"(D) The family of an individual shall include 
only his brothers and sisters (whether by the whole ar 
half blood>. spouse, ancestors, and lineal descendants; 
and 

‘‘•"(E) Constructive ownership as actual owner¬ 
ship. —Stock constructively owned by a person by rea¬ 
son of the application of subparagraph (A) shall, for 
the purpose of applying subparagraph (A). <B), or 
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<C>, be treated as actually owned by such person, but 
stock constructively owned by an individual by reason 
of the application of subparagraph <B) or (C) shall 
not be treated as owned by him for the purpose of 
again applying either of such subparagraphs in order 
to make another the constructive owner of such stock. 

*• "(3) Special rule for year 1936.— In applying para¬ 
graph (1) (C) (I) in a case where the preceding taxable 
year therein referred to began in the calendar year 1936, 
the determination as to whether the corporation was a 
foreign personal holding company shall be made under 
section 351 <b) (1) before the amendment of Title IA 
made by section 1 of the Revenue Act of 1937. 

•"••(c) Unpaid expenses and tnterest. —In computing 
net income no deduction shall be allowed in respect of 
expenses incurred under section 23 (a) or interest accrued 
under section 23 (b)— 

••"•(1) If not paid within the taxable year or within 
two and one half months after the close thereof; and 
••••'(2) If, by reason of the method of accounting of 
the person to whom the payment is to be made, the 
amount thereof is not, unless paid, includible in the gross 
income of such person for the taxable year in which or 
with which the taxable year of the taxpayer ends; and 
-' M (3) If. at the close of the taxable year of the tax¬ 
payer or at any time within two and one half months 
thereafter, both the taxpayer and the person to whom 
the payment is to be made are persons between whom 
losses would be disallowed under section 24 (b). 

- *0>) Section 24 (b> and section 24 (c) of the Revenue 
Act of 1936, as in force prior to the amendment to section 24 
made by subsection (a) of this section, are amended by strik¬ 
ing out “(b Y* and “(c)” and inserting in lieu thereof “(d)” 
and “(e)” 

“Section 302 of Title III of the Revenue Act of 1937 
provides: 

•• ‘Sec. 302. Effective Dates. 

" ‘The amendments made by this title shall apply only with 
respect to taxable years beginning after December 31. 1936/ ” 

The heading and the first paragraph of article 24-5 (exclu¬ 
sive of the example therein given) is amended to read as 
follows: 

“Art. 24-5. Losses from sales or exchanges bettocen cer¬ 
tain classes of persons for taxable pears beginning prior to 
January X, 1937 4 —The application of section 24 (a) (6) (prior 
to the amendment of section 24 (a) by the Revenue Act of 
1937) may be illustrated generally by the following example:” 

The last paragraph of article 24-5 is amended to read as 
follows: 

“Under section 24 (a) <6) (prior to its amendment) none 
of the above-described losses of A are deductible from his 
gross income/* 

Article 24-6 is renumbered as article 24-8 and the following 
new article is Inserted after article 24-5, as amended: 

"Art. 24-6. Losses from sales or exchanges between certain 
classes of persons for taxable years beginning after Decem¬ 
ber 31, 1936 .— (a) Individuals including fiduciaries). — In 
the case of sales or exchanges of property, directly or indi¬ 
rectly. between individuals (including fiduciaries) section 24 
<b) ill* as added by the Revenue Act of 1937, provides that 
no deduction shall be allowed with respect to losses arising 
therefrom in the following cases; (1) between members of a 
family as defined in section 24 (b) (2) (D): (2) between 
fiduciaries of trusts having a common grantor; (3) between 
a grantor and a fiduciary of the same trust; or <4) between 
a fiduciary of a trust and a beneficiary of such trust. 

“(b) Corporations ( including shareholders ).—In the case 
of sales or exchanges of property where a corporation not 
acting In a fiduciary capacity Is a party to the transaction, 
section 24 (b> (1) also provides that under certain circum¬ 
stances no deduction shall be allowed with respect to losses 


arising from such sales or exchanges, directly or Indirectly, 
between a corporation and an individual shareholder (seo 
section 24 (b) (1) <B)) or between two corporations <see 
section 24 (b) (1) <C>>. Under section 24 (b> (1) <B> it 
Is necessary that there be owned, directly or indirectly, by 
or for the individual a party to the transaction, more than 
50 percent in value of the stock of the other party to the 
transaction on the date of the sale or exchange. Under 
section 24 <b> <1> (C), however, as provided therein, not 
only must more than 50 percent in value of the outstanding 
stock of each of such corporations be owned, directly or In¬ 
directly. on the date of the sale or exchange by or for the 
same individual, but one of the corporations must be either 
a personal holding company as defined in section 352. or a 
foreign personal holding company as defined in section 331. 
for the taxable year preceding the date of the sale or ex¬ 
change. Section 24 (b) (3), as added by the Revenue Act 
of 1937. makes an exception to the rule provided for in para¬ 
graph (i) of section 24 ib) (1) (C). by requiring that in a 
case in which the preceding taxable year referred to in that 
paragraph Is the calendar year 1936 or any fiscal year 
beginning In 1936, the provisions of section 351 (b) (1) 
before amendment of Title IA by the Revenue Act of 1937 
shall apply in determining whether with respect to such 
year either of the corporations was a personal holding com¬ 
pany. It is not necessary under either rule that cither of 
the corporations be a personal holding company or a for- # 
cign personal holding company on the date of the sale or* 
exchange. 

”(c) Stock ownership rule .—For the purpose of paragraph 
(b) of this article, the ownership of stock shall be deter¬ 
mined In accordance with the rules provided in section 
24 (b) (2), as added by the Revenue Act of 1937. In order 
that an individual shall be considered under section 24 <b) 
<2) (C) as constructively owning the stock of a corpora¬ 
tion owned, directly or indirectly, by or for his partner, such 
individual must himself own. directly or indirectly, stock of 
such corporation. On the other hand, under section 24 (b) 
(2) (B> an Individual need not own any stock of a corpora¬ 
tion. either directly or Indirectly. In order to be considered 
as constructively owning the stock of such corporation which 
Is owned, directly or indirectly, by or for any member of his 
family. 

“<d> Illustrations of the application of section 24 (b) as 
added by the Revenue Act of 1937 -—The application of sec¬ 
tion 24 (b). as added by the Revenue Act of 1937, may be 
illustrated by the following examples: 

**Example (X).—On July 1. 1937 the M Corporation owned 
all of the stock of the O Corporation which for the calendar 
year 1936 was a personal holding company under section 
351 <b> (1) before the amendment of Title IA by the Revenue 
Act of 1937. On that day all of the outstanding stock of 
the M Corporation was owned by A. By the application of 
the rule provided in section 24 <b) (2) (A), the stock in the 
O Corporation owned by the M Corporation is considered to 
be owned constructively by A, the sole stockholder of the M 
Corporation. Such constructive ownership of the stock of 
the O Corporation by A U considered as actual ownership 
for the purpose of applying the family rule provided in 
section 24 <b) (2) <B) to make a member of A*s family, as. 
for example, his wife AW. the constructive owner of the 
stock of the O Corporation. But the constructive ownership 
of the O Corporation stock by AW may not be considered as 
actual ownership by AW for the purpose of again applying 
the family rule so as to make a member of AW's family, for 
example, her father, AWF. in turn constructive owner of 
such stock. These rules apply in the same manner and with 
the same effect in determining the ownership of stock in 
the M Corporation. 

“Accordingly, assuming that A, AW, AWF. the M Corpora¬ 
tion and the O Corporation make their income returns on 
the basis of a calendar year and that there was no distribu¬ 
tion In complete or partial liquidation of the M or O Cor¬ 
poration, no deduction U allowable under section 24 <b> (l), 
as added by the Revenue Act of 1937, with respect to losses 
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from sales or exchanges of property made on July 1, 1937 
between any of such individuals or corporations, except as 
between A and AWP and between AWF and the M or O 
Corporation. 

"Example (2).—On June 15. 1937, all of the stock of the 
N Corporation was owned in equal proportions by A and A’s 
partner. AP. Except in the case of distributions in complete 
or partial liquidation by the N Corporation, no deduction is 
allowable with respect to losses from sales or exchanges of 
property mode on June 15. 1937. between A and the N 
Corporation or AP and the N Corporation inasmuch as. by 
the application of section 24 (b) <2) (C). each partner is 
considered as*having owned the stock owned by the other 
and. therefore, is considered as having owned more than 50 
percent in value of the outstanding stock of the N Corpora¬ 
tion. Deductions for losses from sales or exchanges between 
A’s brother. AB, and the N Corporation, or between AP and 
A. or AP and AB are not prohibited by section 24 <b), as 
added by the Revenue Act of 1937. 

•• Example (3).—Assuming the same facte as stated in the 
example given upder article 24-5, as amended, except that 
the losses were incurred during the calendar year 1937, none 
of the losses of A would be deductible from his gross 
income/* 

The following now article Is inserted under article 24-6. 
as amended: 

"Art. 24-7. Disallowance of deductions for unpaid ex¬ 
penses and interest” 

The application of section 24 (c). as added by the Reve¬ 
nue Act of 1937. may be illustrated by the following 
example: 

"Example, —A is the holder and owner of an interest- 
bearing note executed by the M Corporation all of the 
stock of which is owned by him. A and the M Corporation 
make their income returns on the basis of a calendar year 
but the M Corporation makes its returns on the accrual 
basis and A makes his returns on the cash receipts and dis¬ 
bursements basis. The M Corporation does not pay any 
interest on such note during the calendar year 1937 or 
within two and one-half months after the close thereof, but 
claims a deduction for the year 1937 with respect to the 
Interest accruing on the note in that year. A being on the 
cash receipts and disbursements basis, does not include such 
interest in his return for the year 1937. By the application 
of section 24 (c), as added by the Revenue Act of 1937, no 
deduction for such Interest is allowable in computing the 
net Income of the M Corporation for the year 1937. The 
provisions of such section 24 <c> do not otherwise affect the 
general rules governing the allowance of deductions under 
the accrual basis. Hence in the event the M Corporation 
should pay such interest after March 15, 1938. no deduction 
therefor would be allowable in computing its net income for 
the year in which the payment was made/* 

The following is inserted immediately before article 48 
(0-1. relating to taxation of mutual Investment companies 
in general: 

’‘Section 602 of Title VI of the Revenue Act of 1937, relat¬ 
ing to miscellaneous provisions, provides: 

** ’Sec. 602. Mutual investment companies. 

**<ft) Section 48 (e) (1) of the Revenue Act of 1936 is 
amended by striking out “other than a personal holding com¬ 
pany as defined in section 351" and Inserting in lieu thereof 
“except as provided in paragraph (3)*'. 

* 4 '(b) Such section 48 (e) Is further amended by adding 
at the end of such subsection a new paragraph to read as 
follows: 

M,M (3) Corporations excepted. —This section shall not 

apply to any corporation— 

“ * “(A) With respect to a taxable year beginning after 
December 31, 1936, if the corporation Is with respect to 


such year a personal holding company as defined in 
section 352. 

* * *’(B> With respect to a taxable year beginning be¬ 
fore January 1. 1937, if the corporation is with respect 
to such year a personal holding company as defined in 
section 351 (b) (1) before the amendment of Title IA 
by section 1 of the Revenue Act of 1937. 

M * M (C) With respect to a taxable year ending after 
the date of the enactment of the Revenue Act of 1937, 
if the corporation is with respect to such year a foreign 
personal holding company as defined in section 331. H * H 

The first sentence of article 48 (e)-2, relating to the defi¬ 
nition of a mutual investment company, is amended to read 
as follows: 

‘The term ‘mutual Investment company* means a corpora¬ 
tion. whether chartered or incorporated, or created under a 
trust instrument or otherwise, as an Investment trust, and 
whether of the fixed or general management type < other 
than corporations excepted by section 48 (e> <3>), which 
complies with all the conditions prescribed by section 48 (e> /* 

The first and second sentences of article 48 <e>-5. relating 
to records to be kept for the purpose of determining whether 
a company claiming to be a mutual investment company Is 
a personal holding company, are amended by inserting after 
the words “section 351“ and “section 351 <b> (1> M . respec¬ 
tively. the phrase, “prior to the amendment of Title IA 
by the Revenue Act of 1937/* 

Article 48 (e)-5 Is further amended by adding after the 
third sentence thereof the following: 

“For the purpose of determining whether a foreign cor¬ 
poration •claiming to be a mutual investment company with 
respect to a taxable year ending after August 26.1937. is a for¬ 
eign personal holding company as defined In section 331, the 
permanent records of the foreign corporation with respect 
to taxable years ending after August 26. 1937, shall show, 
to the best of the knowledge and belief of the actual owners 
of its stock, the maximum number of shares of the corpora¬ 
tion (including the number and face value of securities con¬ 
vertible into stock of the corporation) to bo considered as con¬ 
structively owned by each of the actual owners of any of its 
stock at any time during the corporation’s taxable year, as 
provided in section 333 and articles 333 (a)-l to 337 (a)-7 and 
article 333 (b)-l. For the purpose of determining whether 
a corporation claiming to be a mutual investment company 
with respect to a taxable year beginning after December 31. 
1936, Is a personal holding company as defined in section 
353 of Title IA, as amended by the Revenue Act of 1937, tho 
permanent records of the corporation with respect to taxable 
years beginning after December 31. 1936. shall show, to the 
best of the knowledge and belief of the actual owners of 
Its stock, the maximum number of shares of the corpora¬ 
tion (including the number and face value of securities 
convertible into stock of the corporation) to be considered 
as constructively owned by each of the actual owners of 
any of its stock at any time during the last half of the 
corporation’s taxable year as provided In section 354 of 
Title IA. as amended by the Revenue Act of 1937, and ar¬ 
ticles 354 (a)-l to 354 <a)-7 and article 354 (b)-l/* 

Article 48 <e)-5 Is further amended by adding at the end 
thereof the following paragraph: 

“The provisions of the first paragraph of this article 
requiring statements to be demanded not later than thirty 
days after the close of the company’s taxable year, insofar 
as such statements relate to the maximum number of 
shares of stock of the company to be considered as con¬ 
structively owned by an individual at any time during the 
fiscal year of the company ending after August 26, 1937, 
and on or before November 30. 1937. shall be considered as 
having been complied with if such statements are demanded 
not later than January 31. 1938/' 

The paragraph numbered (4) of article 48 (e)-6, relating 
to additional information required in returns of share¬ 
holders, is amended by inserting after the words “section 
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351” the phrase '‘prior to the amendment of Title IA by 
tue Revenue Act of 1937." 

The paragraph numbered <5> of article 48 (e)-6. Is 
amended by striking out the word "and" appearing at the 
end of that paragraph. 

The paragraph numbered (6) of article 48 <e)-6 is 
amended by striking out the period at the end thereof and 
inserting in lieu thereof a semicolon. 

Article 48 (e)-8 is further amended by adding after the 
paragraph numbered (6) two new paragraphs to provide: 

"(7> For taxable years ending after August 26, 1937, the 
maximum number of shares (including the number and face 
value of securities convertible into stock of the company) in 
any foreign corporation claiming to be a mutual investment 
company to be considered as constructively owned by such 
individual at any time during the company's taxable year as 
provided in section 333 and articles 333 (a)-l to 33 (a)-7 
and article 333 <b)-l; and 

"(8) For taxable years beginning after December 31, 1936. 
the maximum number of shares (including the number and 
face value of securities convertible into stock of the corpora¬ 
tion) in any domestic corporation claiming to be a mutual 
investment company to be considered as constructively 
owned by such individual at any time during the last half 
of the corporation's taxable year, as provided in section 354 
of Title IA, os amended, and articles 354 (a)-l to 354 (a>-7 
and article 354 <b)-l." 

The following is inserted immediately before article 54-1 
relating to aids to collection of tax: 

"Section 207 (c) of Title n of the Revenue Act* of 1937, 
relating to foreign personal holding companies* provides: 
["'Sec. 207. Minor Amendments to Title 1 of 1936 Act. 1 
" '(c) Section 54 of such Act is amended by adding at the 
end thereof a new subsection to read as follows: 

"•"(e) Foreign personal holding companies .—For in¬ 
formation returns by officers, directors, and large share¬ 
holders. with respect to foreign personal holding com¬ 
panies. see sections 338, 339. and 341. For information 
returns by attorneys, accountants, and so forth, as to 
formation, and so forth, of foreign corporations, see 
sections 340 and 341.. 

The first sentence-of article 55 <b>-2 is amended by insert¬ 
ing after the words "Title IA of that Act" the following: "or 
Title IA of that Act as amended." 

The following is inserted immediately before article 102-1, 
relating to taxation of corporations formed or utilized for 
avoidance of surtax: 

"Section 2 of Title I of the Revenue Act of 1937. relating to 
personal holding companies, provides In part: 

" ‘Sec. 2. Changes in Cross-References . 

" ‘Section • • • 102 (e) of the Revenue Act of 1936 

are amended by striking out "section 351" and inserting in 
lieu thereof ‘ Title XAV " 

"Section 601 of Title VI of the Revenue Act of 1937, relat¬ 
ing to miscellaneous provisions, provides: 

" ‘Sec. 601. Corporations Excepted From Section 102. 

"'(a) Section 102 (a) of the Revenue Act of 1936 is 
amended by striking out "(other than a personal holding 
company as defined in section 351)" and inserting in lieu 
thereof "(except as provided in subsection <f)) 

"'(b) Such section 102 is further amended by adding at 
the end thereof a new subsection to read as follows: 

"'"(f) Corporations Excepted .—This section shall not 
apply to any corporation— 

" ' "(1) With respect to a taxable year beginning after 
December 31. 1936. if the corporation is with respect to 
such year a personal holding company as defined In 
section 352. 

.(2) With respect to a taxable year beginning be¬ 
fore January 1. 1937, if the corporation is with respect 
to such year a personal holding company os defined in 


section 351 (b) (1) before the amendment of Title IA 
by section 1 of the Revenue Act of 1937. 

.(3) With respect to a taxable year ending after 

the date of the enactment of the Revenue Act of 1937, 
if the corporation is with respect to such year a foreign 
personal holding company as defined in section 331.. 

The following is substituted for the second sentence of the 
first paragraph of article 102-1, relating to taxation of cor¬ 
porations formed or utilized for avoidance of surtax: "For 
corporations to which section 102 does not apply, see section 
102 (a) prior to its amendment by the Revenue Act of 1937, 
and section 102 (f>." 

The following is substituted for clause numbered (2) of 
the second paragraph of article 102-1: 

"(2) is composed in whole or in part of nonresident alien 
individuals who. by the application of section 211 <b) or 
211 (c). would be subject to surtax with respect to distribu¬ 
tions of the corporation which if made would constitute 
Income from sources within the United States (see section 
119) or" 

The last sentence of the second paragraph of article 
102-1 is amended to read as follows: 

"On the other hand, the tax Imposed by section 102 will 
not apply even though a foreign corporation, whether resi¬ 
dent or nonresident, derives income from sources within the 
United States, if it is composed entirely of nonresident alien 
individuals who. by the application of section 211 (a) as 
amended, would not be subject to surtax with respect to dis¬ 
tributions of the corporation if made." 

The following is inserted immediately before article 
113 (a) (5)-l, relating to the basis of property acquired 
by bequest, devise, or inheritance: 

% 

"Section 204 of Title II of the Revenue Act of 1937 en¬ 
acted August 26. 1937. relating to foreign personal holding 
companies, provides: 

" ‘Sec. 204. Basis of Stock in Foreign Personal Holding 
Company Acquired From Decedent . 

"‘Section 113 (a) (5) of the Revenue Act of 1936 is 
amended by adding at the end thereof a new sentence to 
read as follows: 

"'"If the property was acquired by bequest, devise, or 
inheritance, or by the decedent’s estate from the dccendent. 
and If the decedent died after the date of the enactment 
of the Revenue Act of 1937. and if the property consists of 
stock or securities of a foreign corporation, which with re¬ 
spect to its taxable year next preceding the date of the 
decedent's death was a foreign personal holding company, 
then the basis shall be the fair market value of such prop¬ 
erty at the time of such acquisition or the basis in the hands 

of the decedent, whichever is lower.. 

Paragraph (b) of article 113 (a) (5)-l, relating to the 
basis of property acquired by bequest, devise, or inheritance, 
is amended to read as follows: 

"(b) Basis .—Section 113 (a) (5) provides two rules for 
determining the basis of property transmitted at death, a 
rule governing property generally and a special rule govern¬ 
ing stock in a foreign personal holding company. 

"(1) General rule .—Except as prescribed in paragraph 
(2) the basis of property acquired from a decedent by 
will or under the law governing the descent and distribu¬ 
tion of the property of decedents is the fair market value 
at the time of such acquisition. Since under the law 
governing wills and the distribution of the property of 
decedents, all titles to property acquired by bequest, de¬ 
vise. or inheritance relate back to the death of the dece¬ 
dent, even though the interest of him who takes the title 
was, at the date of death of the decedent, legal, equitable, 
vested, contingent, general, specific, residual, conditional, 
executory, or otherwise, the time of the acquisition of 
such property is the death of the decedent. For example, 
if distribution of personal property left by a decedent Is 
not made until one year after his death, the basis of such 
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property in the hands of the legatee is its fair market 
value at the time when tho decedent died, and not when 
the legatee actually received the property: or. If the be¬ 
quest is of the residue to trustees in trust, and the execu¬ 
tors do not distribute the residue to such trustees until 
live years after the death of tho decedent, the basis of 
each piece of property left by the decedent and thus re¬ 
ceived. in the hands of the trustees, is its fair market 
value at the time when the decedent dies; or, if the be¬ 
quest is to trustees in trust to pay to A during his lifetime 
the Income of the property bequeathed, and after his 
death to distribute such property to the survivors of a 
class, and upon A's death the property is distributed to 
the taxpayer as the sole survivor, the basis of such prop¬ 
erty. in the hands of the taxpayer, is its fair market value 
at the time when the decedent died. 

“The purpose of the Act, in prescribing a general uni¬ 
form basis rule for property acquired by bequest, devise, 
or Inheritance, is, on the one hand, to tax the gain, in 
respect of such property, to him who realizes it (without 
regard to the circumstance that at the death of the 
decedent it may have been quite uncertain whether the 
taxpayer would take or gain anything); and, on the other 
hand, not to recognize as gain any element of value solely 
from the circumstance that the possession or enjoyment 
of the taxpayer was postponed. Such postponement may 
be, for example, until the administration of the decedent’s 
estate is completed, until the period of the possession or 
enjoyment of another has terminated, or until an uncer¬ 
tain event has happened. It is the increase or decrease 
in the value of property reflected in a sale or other dis¬ 
position which section 113 (a) <S> recognizes as the 
measure of gain or loss. 

“(2) Special rule with respect to stock in a foreign per¬ 
sonal holding company .—In the case of decedents dying 
after August 26. 1937 the basis of stock of a foreign cor¬ 
poration acquired from the decedent by will or under the 
law governing descent and distribution of property of de¬ 
cedents, where such foreign corporation with respect to 
its taxable year next preceding the date of the decedent's 
death was a foreign personal holding company, is the 
fair market value of such stock at the time of such ac¬ 
quisition. i. e.. the date of the decedent's death, or the 
basis in the hands of the decedent, whichever is lower." 

The following is inserted immediately before article 113 
(10-1, relating to the general rule with respect to the ad¬ 
justed basis: 

"Section 203 of Title n of the Revenue Act of 1937, relat¬ 
ing to foreign personal holding companies, provides: 

" 'Sec. 203. Adjusted Basis of Stock of Foreign Personal 
Holding Company. 

"'Section 113 (b) (1) of the Revenue Act of 1936 is 
amended by striking out the period at the end thereof and 
inserting in lieu thereof a semicolon and the following: 

M '"and 

M ' "(E) to the extent provided in section 337 tf) in the 
case of the stock of United States shareholders in a for¬ 
eign personal holding company."'" 

Article 113 (b)-l 1s amended by adding after the third 
paragraph from the end thereof a new paragraph to provide: 

"In the case of the stock of United States shareholders 
in a foreign personal holding company the cost or other 
basis must be adjusted also to the extent provided in sec¬ 
tion 337 <f) ” 

The following is inserted immediately before article 142-1, 
relating to fiduciary returns: 

“Section 402 of Title IV of the Revenue Act of 1937, 
relating to fiduciary returns, provides: 

" 'Sec. 402. Fiduciary Returns . 

" ‘Section 142 (a) of the Revenue Act of 1936 is amended 
to read as follows: 

"•"(a) Requirement of return .—Every fiduciary (except 
a receiver appointed by authority of law in possesstei of 


part only of the property of an individual) shall make 
under oath a return for any of the following individuals, 
estates, or trusts for which he acts, stating specifically the 
Items of gross income thereof and the deductions and credits 
allowed under this title and such other information for the 
purpose of carrying out the provisions of this title as the 
Commissioner with the approval of the Secretary may by 
regulations prescribe— 

M, "(l) Every individual having a net income for the 
taxable year of $1,000 or over, if single, or If married and 
not living with husband or wife: 

"' "(2) Every individual having a net income for the 
taxable year of $2,500 or over, if married and living with 
husband or wife; 

"*"(3) Every individual having a gross Income for the 
taxable year of $5,000 or over, regardless of the amount 
of his net Income; 

"'"(4) (A) Every estate, and every trust entitled to 
the personal exemption allowed by section 163 (a) (1), 
the net income of which for the taxable year is $1,000 
or over. 

" ‘ "<B) Every trust, not entitled to a personal exemp¬ 
tion under section 163 (a) (1). which has a net income 

for the taxable year. 

“ * #, <5) Every estate or trust the gross income of which 
for the taxable year is $5,000 or over, regardless of the 
amount of the net income; 

.(6) Every estate or trust of which any beneficiary 

is a nonresident alien; and 

" 1 "<7) Regardless of the amount of the gross or net 
Income, every trust, though having no net income, which 
would have a net Income If distributions had not been 
made which under the terms of the trust instrument were 
In the discretion of the trustee or conditioned upon a 
contingency; but subject to such conditions; limitations, 
and exceptions and under such regulations as may be 
prescribed by the Commissioner, with the approval of 
the Secretary, a fiduciary required by this paragraph to 
file a return may be exempted from the requirement of 
filing such return." # " 

"Section 403 of Title IV of the Revenue Act of 1937 
provides: 

" Sec. 403. Effective Dates . 

" 'Hie amendments made by this title shall apply only 
with respect to taxable years beginning after December 31, 
1936.'" 

Article 142-1 is amended by Inserting immediately after 
the first sentence thereof the following: 

"In addition to the requirements stated in (a) and (b>, 
every fiduciary, or at least one of joint fiduciaries, must, 
with respect to taxable yeans beginning after December 31. 

1936. moke a return of Income for the trust for which he 
acts— 

M (A) If the trust is not entitled to the personal exemp¬ 
tion allowed by section 163 (a) (I), a a amended by section 
401 of the Revenue Act of 1937 (sec article 163-1) and the 
trust has a net income for the taxable year; or 
"(B) If (I) the trust has no net Income and (2) under 
the terms of the trust instrument the Income of the trust, 
in the discretion of the fiduciary, may be either distributed 
to the beneficiary or accumulated or the distribution of the 
income is based upon a contingency, and (3) the net In¬ 
come of the trust computed without the allowance of a de¬ 
duction for the amount of the Income of the trust properly 
paid or credited during the taxable year to any legatee, heir, 
or beneficiary, is $1,000 or more/' 

The following Is substituted for the first three sentences 
of the next to the last paragraph of article 142-1: 

"The return In case (a) shall be on Form 1040 or 1040A. 
In case <b> for taxable years beginning before January 1, 

1937, a return Is required on Form 1040 with respect to 
any taxable net Income of the estate or trust computed 
In accordance with section 162 and a return on Form 1041 
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with respect to any Income deducted under section 162 (b) or 
162 <c ). For such taxable years. If a portion of the Income 
of the estate or trust Is retained by the fiduciary' and 
the remainder is distributable or distributed to beneficiaries, 
both Forms 1040 and 1041 will be required For taxable years 
beginning after December 31, 1936, the return in case (a) 
shall be on Form 1040 or 1040A and In all other cases 
stated in this article on Form 1041." 

Article 142-5. relating to returns for nonresident aticn 
beneficiaries, is amended by substituting for the parentheti¬ 
cal reference at the end of paragraph (a) and the sentence 
immediately preceding such reference, the following: 

•'In such a case for taxable years beginning after Decem¬ 
ber 31, 1936, the fiduciary shall make a return on Form 1041, 
as well as on Form 1040B. If there are two or more such 
nonresident alien beneficiaries, then for all taxable years 
the fiduciary shall render a return on Form 1041 and also 
a return on Form 1040B for each nonresident alien bene- 
clary. (Sec further article 217-1). M 

Article 142-5 is further amended by substituting for 
paragraph <b) the following: 

•'(b> No United States business or office. —A citizen or 
resident fiduciary having the distribution of the income of an 
estate or trust will not be required to make a return on Form 
1040NB for any beneficiary of the estate or trust who is a 
nonresident alien not engaged in trade or business within the 
United States and not having an office or place of business 
therein at any time within the taxable year if the entire 
amount of the tax on the income payable to such beneficiary 
has been withheld at the source (sec sections 143 and 211 
(a)). For taxable years beginning after December 31, 1936, 
a citizen or resident fiduciary having the distribution of the 
Income of an estate or trust shall make a return on Form 
1040NB if a beneficiary, other than a resident of Canada, has 
gross Income for the taxable year of more than $21,600 from 
the sources specified in section 211 (a), as amended, regard¬ 
less of the amount of tax withheld at the source. If the 
beneficiary appoints a person in the United States to act as 
his agent for the purpose of rendering Income tax returns, 
the fiduciary shall be relieved from the necessity of filing 
Form 1040NB In behalf of the beneficiary and from paying 
the tax. In such a case the fiduciary shall make a return on 
Form 1041 and attach thereto a copy of the notice of ap¬ 
pointment , For the calendar year 1936 the fiduciary may 
either (1) make a return on Form 1042 of the tax at 10 
percent on the entire amount of the income payable to the 
beneficiary, or (2) make a return on Form 1042 of the tax 
at 10 percent on the portion of the income not paid to the 
beneficiary before July 2. 1936. and a return on Form 1040NB 
for the beneficiary. Including therein the income paid to him 
before July 2. 1936. Except for the calendar year 1936 the 
fiduciary shall make a return on Form 1042 of the tax at 
10 percent on the entire amount of the income payable to 
the beneficiary, except that in the case of a beneficiary, 
resident of Canada, the rate shall be 5 percent. In addition 
to such return or returns, the fiduciary shall make a return 
on Form 1041 for the estate or trust, irrespective of tho 
number of beneficiaries. 0 

The following is inserted immediately before article 145-1, 
relating to penalties: 

“Section 207 (e) of Title n of the Revenue Act of 1937, 
relating to foreign personal holding companies, prorides: 

l" 'Sec. 207. Minor Amendments to Title l of 1936 Ac U 

•• *(e) Section 145 of such Act Is amended by adding at the 
end thereof a new subsection to read as follows: 

“•“(d) For penalties for failure to file Information re¬ 
turns with respect to foreign personal holding companies and 
foreign corporations, see section 341.'*'" 

The following is inserted immediately after article 150-1, 
relating to license to collect foreign items: 

“Section 207 (d) of Title II of the Revenue Act of 1937, 
relating to foreign personal holding companies, provides: 

t“ ‘Sec. 207. Minor Amendments to Title I of 1936 Act. J 


“•(d) Such Act is amended by adding after section 150 
a new section to read as follows: 

•**“Sec. 151. Foreign Personal Holding Companies. 
m * “For information returns by officers, directors, and large 
shareholders, with respect to foreign personal holding com¬ 
panies, see section 336, 339, and 341. For information re¬ 
turns by attorneys, accountants, and so forth, as to forma¬ 
tion. and so forth, of foreign corporations, see sections 340 
and 341.. 

The following Is inserted immediately before article 163-1, 
relating to credits to an estate, trust, or beneficiary: 

“Seclion 401 of Title IV of the Revenue Act of 1937 
provides: 

“'Sec. 401. Denial of Personal Exemption to Trusts. 
“‘Section 163 <a) of the Revenue Act of 1936 is amended 
to read as follows: 

.(a) Credits of estate or trust.— 

.(1) For the purpose of the normal tax and the sur¬ 
tax an estate or trust shall be allowed the same personal 
exemption as is allowed to a single person under section 
25 (b) (1). except that no exemption shall be allowed a 
trust if the trust instrument requires or permits the ac¬ 
cumulation of any portion of the income of the trust and 
there is not distributed an amount equal to the net in¬ 
come. For the purposes of this paragraph the term 'net 
income* does not include amounts included in gross income 
which, under the law of the Jurisdiction under which the 
trust is administered, cannot (even if permitted or re¬ 
quired by the trust instrument to be considered as income) 
be considered as income and are not distributable. 

“‘“(2) If no port of the income of the estate or trust 
is included In computing the net income of any legatee, 
heir, or beneficiary, then the estate or trust shall be al¬ 
lowed the same credits against net income for interest as 
are allowed by section 25 (a).. 

Paragraph (a) of article 163-1 is amended to read as 
follows: 

“(a) Personal exemption of $1,000. —(1) An estate is al¬ 
lowed for both normal tax and surtax purposes the personal 
exemption of $1,000 allowed a single person under section 25 
<b) <1). A credit for dependents is not allowable to an 
estate or trust. 

“(2) For taxable years beginning prior to January 1, 
1937 a trust is allowed for both normal tax and surtax pur¬ 
poses the personal exemption of $1,000 allowed a single 
person under section 25 <b) (1). 

“(3) For taxable years beginning after December 31, 1936. 
a trust is allowed for both normal tax and surtax purposes 
the personal exemption of $1,000 allowed a single person 
under section 25 <b> (1), except that such exemption shall 
not be allowed if the trust instrument requires or permits 
the accumulation of any portion of the income and the 
amount actually distributed during the taxable year is less 
than the net income of the trust. 'Net income* as used in 
this paragraph is to be computed in accordance with section 
162. except that there shall be excluded any amounts in¬ 
cluded in gross income which <A> under the law of the 
jurisdiction controlling the administration of the trust can¬ 
not (even if permitted or required under the trust instru¬ 
ment to be considered as income) be considered as Income 
and <B) arc not distributable during the taxable year. 
Typical of such amounts is the profit arising from the sale 
of trust property which under the applicable State law is 
considered not as Income but as a mere conversion of corpus 
and which under the terms of the trust instrument is not 
distributable during the taxable year." 

Paragraph (5) of article 163-1 is amended by Inserting 
after “(b) “ the following: 

“ Credit for interest to estate or trust .—“ 

Paragraph (c) of article 163-1 is amended by inserting 
after “(c)“ the following: 

“Credit for interest to beneficiary .—" 

The following is Inserted immediately before article 211-1, 
relating to taxation of aliens in general: 






127 


FEDERAL REGISTER, Wednesday, January 19, 1938 


"Section 501 of Title V of the Revenue Act of 1937, relat¬ 
ing to nonresident alien individuals, provides: 

" ’Sec. 501. Tax on Nonresident Allen Individuals. 

"'(a) Section 211 (a) of the Revenue Act of 1936 Is 
amended by adding at the end thereof a new sentence to 
read as follows: ’The tax imposed by this subsection shall 
not apply to any individual if the aggregate amount received 
during the taxable year from the sources above specified la 
more than $21,600." 

"'(b) Section 211 of the Revenue Act of 1936 Is further 
amended by adding at the end thereof a new subsection to 
read as follows: 

""'(c) No United States Business or Office and Gross 
Income of More than $21,600.—A nonresident alien In¬ 
dividual not engaged in trade or business within the 
United States and not having an office or place of business 
therein who has a gross income for any taxable year of 
more than $21,600 from the sources specified in subsection 
(a>, shall be taxable without regard to the provisions of 
subsection (a), except that— 

"'"(1) The gross income shall include only income 
from the sources specified In subsection (a); and 

.(2) The deductions (other than the so-called 

’charitable deduction* provided in section 213 (c)) shall 
be allowed only if and to the extent that they are 
properly allocable to the gross income from the sources 
specified in subsection (a); and 
"*"(3) The aggregate of the normal and surtax un¬ 
der sections 11 and 12 shall, in no case, be less than 10 
per centum of the gross income from the sources speci¬ 
fied in subsection (a).. 

" ‘(c) The amendments made by subsection (a) and 

<b) — 

"'(1) Shall apply only to taxable years beginning after 
December 31. 1936; and 

"'(2) Shall not apply to a resident of a contiguous 
country so long as there la in effect a treaty with such 
country (ratified prior to the date of the enactment of 
this Act) under which rates of tax under section 211 (a), 
prior to its amendment by subsection (a), were reduced' M 

Article 211-7 Is amended by changing the caption thereof 
to read as follows: 

"Taxation of nonresident alien individuals for years begins 
ning prior to January 1 , 1937, —" 

A new article Is added after article 211-7. to read as 

follows: 

“Axt. 211-8. Taxation of nonresident alien individuals for 
Vfors beginning after December 32, 1936, —For the purposes 
of this article and articles 212-1, 213-1. 214-1. and 217-2 
nonresident alien individuals, for years beginning after De¬ 
cember 31, 1936, are divided into three classes: <a) nonresi¬ 
dent alien individuals not engaged in trade or business within 
the United States and not having an office or place of busi¬ 
ness therein at any time within the taxable year and deriv¬ 
ing in the taxable year not more than 421,600 gross amount 
of fixed or determinable annual or periodical Income from 
sources within the United States, (b) nonresident alien indi¬ 
viduals not engaged in trade or business within the United 
States and not having an office or place of business therein 
at any time during the taxable year and deriving In the tax¬ 
able year more than $21,600 gross amount of fixed or deter¬ 
minable annual or periodical Income from sources within 
the United States, and <c) nonresident alien Individuals who 
at any time within the taxable year are engaged In trade 
or business in the United States or have an office or place 
of business therein. 

”A nonresident alien individual falling within (a) or (c) 
is taxable In the same manner as provided In paragraphs 
(a) and (b). respectively, of article 211-7. 

“A nonresident alien individual falling within (b) is sub¬ 
ject to tax only upon his fixed or determinable annual or 
No. 13-a 


periodical Income specified In section 211 (a) determined un¬ 
der the provisions of section 119, minus (1) the deductions 
properly allocable to such Income and. (2) the so-called 
’charitable contribution’ deduction provided In section 213 
(c). Such nonresident alien is entitled to the credits against 
net Income allowable to an individual by section 25. sub¬ 
ject to the limitations provided in section 214. However, the 
tax thus computed under sections 11 and 12 shall in no 
such case be less than 10 percent of the gross amount of 
such fixed or determinable annual or periodical income 
from sources within the United States. 

’’Unless such nonresident alien Individual shall file or cause 
to be filed with the collector a true and accurate return of 
his total fixed or determinable annual or periodical income 
from sources within the United States, the tax shall be 
collected on the basis of gross amount of such fixed or de¬ 
terminable annual or periodical Income. 

“Where such nonresident alien has various sources of 
fixed or determinable annual or periodical income from 
within the United States, as, for Instance, from an estate 
or trust, from stocks or bonds held directly by him, and 
from securities held for him by a custodian resident In the 
United States, so that his total gross fixed or determinable 
annual or periodical income from United States sources is 
in excess of $21,600 and a return of Income was not filed 
by him or on his behalf, the Commissioner will cause a 
return of income to be made and include therein the fixed 
or determinable annual or periodical income fr om all sources 
within the United States concerning which he has infor¬ 
mation without allowance for deductions and credits, and 
will assess the tax and collect it from one or more of the 
sources of income of such nonresident alien within the 
United States. 

“Such nonresident alien shall make or have made a full 
and accurate return on Form 1040NB (a) of all his fixed 
or determinable annual or periodical Income from sources 
within the United States. As to what constitutes fixed or 
determinable annual or periodical Income, see paragraph 
(a) of article 211-7 

“As to the duty of the representative or agent of such 
alien to file the return and pay the tax. see paragraph <b> 
of article 217-2. 

“Nonresident alien individuals, residents of Canada, are 
not affected by the provisions of section 501. Title V of the 
Revenue Act of 1937 or of this Treasury Decision and are 
subject to tax under the provisions of the Revenue Act of 
1936 as modified by the terms of the Tax Convention be¬ 
tween the United States and Canada ratified August 13, 
1937, effective January 1, 1936. For the taxation of non¬ 
resident alien individuals, residents of Canada, not engaged 
in trade or business within the United States and not hav¬ 
ing an office or place of business therein, see Treasury 
Decision 4766, approved October 7. 1937. Internal Revenue 
Bulletin XVT-42, 8 (1037)." 

Paragraph (a) of articles 212-1. 213-1. 214-1. 217-2, 
and article 215-1 are amended by adding at the end thereof 
the following sentence: 

“As to a nonresident alien individual who derives more 
than $21,600 gross amount of fixed or determinable annual 
or periodical income from sources within the United States 
for any taxable year beginning after December 3i. 1936 see 
article 211-8." 

The first two sentences of article 219-1, relating to part¬ 
nerships. are amended to read as follows: 

“Whether a nonresident alien individual who is a member 
of a partnership Is taxable under the provisions of (A) sec¬ 
tion 211 (a) or 211 cc> or (B) section 211 <b) may depend 
on the status of the partnership. A nonresident alien 
individual who is a member of a partnership which Is not 
engaged In trade or business within the United States and 
has no office or place of business therein Is subject to the 
provisions of section 211 (a) or 211 (c), as the case may 
be. depending on whether In the taxable year be derives 
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Hxed or determinable annual or periodical income from 
sources within the United States of more than $21,600. if 
he is not otherwise engaged in trade or business within 
the United States and has no office or place of business 
therein.” 

The following is substituted for the last sentence of the 
first paragraph of article 231-3. relating to gross income 
of foreign corporations: 

“As to personal holding companies organized under the 
laws of foreign countries see article 351-3, as amended, of 

Chapter XXXV. as renumbered, and article 351-1 (1937) of 

Chapter XXXV (A). As to foreign personal holding com¬ 
panies see Chapter XXXIV." 

The following is substituted for the last sentence of arti¬ 
cle 232-1, relating to deductions allowed foreign corpora¬ 
tions: 

“As to personal holding companies organized under the 
laws of foreign countries see article 351-3. as amended, of 

Chapter XXXV, as renumbered, and article 351-1 (1937) of 

Chapter XXXV (A). As to foreign personal holding com¬ 
panies see Chapter XXXIV." 

The following is inserted immediately before article 275-1, 
relating to the period of limitation upon assessment of tax: 

"Section 206 of Title II of the Revenue Act of 1937, relat¬ 
ing to foreign personal holding companies, provides: 

M ‘Sxc. 206. Period of Limitation Upon Assessment and Col¬ 
lection. 

••'(a) Section 275 of the Revenue Act of 1936 is amended 
by Inserting alter subsection (c) thereof a new subsection to 
read as follows: 

44 4 *td) Shareholders of Foreign Personal Holding Com¬ 
panies.—If the taxpayer omits from gross income an 
amount properly Includible therein under section 337 (b) 
(relating to the inclusion in the gross income of United 
States shareholders of their distributive shares of the un¬ 
distributed Supplement P net income of a foreign personal 
holding company) the tax may be assessed, or a proceeding 
in court for the collection of such tax may be begun with¬ 
out assessment, at any time within seven years after the 
return was filed." 

44 *(b> Subsection (d) of such section 275, before its amend¬ 
ment by subsection (a) of this section, is amended to read 
as follows: 

44 4 "(e) For the purposes of subsections (a), (b), (c), 
and (d>. a return filed before the last day prescribed by 
law for the filing thereof shall be considered as filed on 
such last day." 

44 4 (c) Subsection (e) of such section 275, before its amend¬ 
ment by subsections (a) and ib) of this section, is amended 
by striking out 44 (e)” and inserting in lieu thereof "CD"/ " 

Article 275-1 is amended by renumbering paragraphs (6). 
(7) and (8) as (7), (8) and (9) and by inserting immediately 
before such paragraphs a new paragraph numbered (6), to 
read as follows: 

4, (6> If the taxpayer omits from gross income an amount 
properly includible therein under section 337 (b) as his dis¬ 
tributive share of the undistributed Supplement P net income 
of a foreign personal holding company, the tax may be 
assessed at any time within seven years after the return was 
filed." 

Article 275-2, relating to the period of limitation upon the 
collection of tax, is amended by Inserting after the paragraph 
numbered (3) a new paragraph numbered (4) to read as 
follows: 

“(4) If the taxpayer omits from gross income an amount 
properly includible therein under section 337 (b) as his dis¬ 
tributive share of the undistributed Supplement P net income 
of a foreign personal holding company, a proceeding in court 


for the collection of the tax may be begun without assessment 
at any time within seven years after the return was filed." 

A new chapter is added after Chapter XXXV, designated 
Chapter XXXV (A) and providing as follows: 

"Chafter XXXV (A) 

“surtax on personal holding companies 

"(Under Title LA of the Revenue Act of 1936 as amended 
by section 1 of the Revenue Act of 1937) 

44 Title IA—Additional Income Taxes 

“Section 3 of the Revenue Act of 1937 enacted August 26. 
1937 provides In part: 

44 4 8ec. 3 (Revenue Act of 1937.1 Effective Dates. 

44 'The amendment made by section 1 (Revenue Act of 
19371 shall apply only with respect to taxable years be¬ 
ginning after December 31. 1936; • • V 

(Note. —The provisions of this chapter apply only to tax¬ 
able years beginning after December 31, 1936. For taxable 
years beginning prior to December 31. 1936 see Chapter 
XXXV.1 

44 Title J—Personal Holding Companies 

“Sec. 1. Amendment of 1936 Act. 

“Title IA of the Revenue Act of 1936 is amended to read 
as follows: 

"Title IA—Additional Income Taxes 

44 Sec. 351. Surtax on Personal Holding Companies. 

“There shall be levied, collected, and paid, for each tax¬ 
able year (in addition to the taxes imposed by Title I), upon 
the undistributed adjusted net Income of every personal 
holding company a surtax equal to the sum of the following: 

"(1) 65 per centum of the amount thereof not in excess of 
$2,000; plus 

"(2) 75 per centum of the amount thereof in excess of 

$ 2 , 000 ." 

"Art. 351-1 (1937). Surtax on personal holding com¬ 
panies .—Section 351 of Title IA, as amended, imposes for 
each taxable year beginning after December 31, 1936 (in 
addition to the taxes imposed by Title I of the Revenue Act 
of 1936) a graduated income tax or surtax upon corporations 
classified as personal holding companies. Corporations so 
classified are exempt from the surtax on corporations im¬ 
properly accumulating surplus imposed by section 102 of 
Title I of the Revenue Act of 1936. but are not exempt from 
the other taxes imposed by that title. Unlike the surtax im¬ 
posed by section 102. the surtax Imposed by section 351 of 
Title IA. as amended, applies to all personal holding com¬ 
panies defined as such in section 352 and article 352-1, re¬ 
gardless of whether or not they were formed or availed of 
to accumulate earnings or profits for the purpose of avoiding 
surtax upon shareholders. The surtax imposed by section 
351 of Title LA. as amended, is 65 percent of the amount of 
the undistributed adjusted net income not in excess of $2,000 
and 75 percent of The amount of the undistributed adjusted 
net Income In excess of $2,000. 

"A foreign corporation, whether resident or nonresident, 
which is classified as a personal holding company under sec¬ 
tion 352 (not including, with respect to taxable years ending 
after August 26. 1937, a foreign personal holding company as 
defined in section 331) is subject to the tax Imposed by sec¬ 
tion 351 of Title IA. as amended, with respect to its income 
from sources within the United States even though such in¬ 
come is not fixed or determinable annual or periodical in¬ 
come specified in section 231 (a). (See section 119.) The 
term ‘personal holding company 4 os used in Title IA. as 
amended, does not include a foreign corporation if (1) its 
gross Income from sources within the United States for the 
period specified in section 119 (a) (2) (B) is less than 50 
percent of its total gross income from all sources and (2) all 
of its stock outstanding during the last half of the taxable 
year is owned by nonresident alien individuals, whether di¬ 
rectly or indirectly through other foreign corporations. 
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•“Sec. 352. Definition of Personal Holding Company. 
-•(a) General rule. —For the purposes of this title and 
of Title I the term “personal holding company*’ means any 
corporation if— 

M, (l) Gross income requirement.—At least 80 per 
centum of its gross income for the taxable year is per¬ 
sonal holding company income as defined in section 353; 
but if the corporation la a personal holding company with 
respect to any taxable year, then, for each subsequent 
taxable year, the minimum percentage shall be 70 per 
centum in lieu of 80 per centum, until a taxable year 
during the whole of the last half of which the stock owner¬ 
ship required by paragraph (2) does not exist, or until 
the expiration of three consecutive taxable years in each 
of which less than 70 per centum of the gross income is 
personal holding company income; and 
M *(2) Stock ownership requirement.—At any time dur¬ 
ing the last half of the taxable year more than 50 per 
centum in value of its outstanding stock is owned, directly 
or indirectly, by or for not more than five individuals. 
M, (b) Exceptions. —The term “personal holding company” 
does not include a corporation exempt from taxation under 
&f*ction 101, a bank as defined in section 104. a life insurance 
company, a surety company, or. except with respect to a 
taxable year ending on or before the date of the enactment 
of the Revenue Act of 1937. a foreign personal holding com¬ 
pany os defined in section 331/ 

“Art. 352-1. Definition of personal holding company. —A 
personal holding company is any corporation (other than 
a corporation specified in section 352 (b>> which for the 
taxable year meets (a) the gross Income requirement sped* 
fled in article 352-2, and <b> the stock ownership require¬ 
ment specified in article 352-3. Both requirements must be 
satisfied and both must be met with respect to each taxable 
year. 

“Art. 352-2. Gross income requirement. —To meet the 
gross income requirement. It is necessary that either of the 
following percentages of gross income of the corporation 
for the taxable year be personal holding company income 
as defined in section 353: 

44 (a) 80 percent or more; or 

“(b) 70 percent or more if the corporation has been 
classified as a personal holding company for any taxable 
year beginning after December 31. 1936. unless— 

“(1) a taxable year has intervened since the last tax¬ 
able year for which it was so classified, during no part 
of the last half of which the stock ownership requirement 
specified in section 352 (a) (2) exists; or 
“(2) three consecutive years have Intervened since the 
last taxable year for which It was so classified, during 
each of which its personal holding company income was 
less than 70 percent of its gross income. 

“In determining whether the personal holding company 
income is equal to the required percentage of the total 
gross Income, the determination must not be mode upon 
the basis of gross receipts, since gross Income is not synony¬ 
mous with gross receipts. For a further discussion of what 
constitutes ’gross income*, see section 22 (a) and the regula¬ 
tions prescribed under that section. 

“Art. 352-3. Stock ownership requirement .—To meet the 
stock ownership requirement, it is necessary that at some 
time during the last half of the taxable year more than 50 
percent in value of the outstanding stock of the corpora¬ 
tion be owned, directly or indirectly, by or for not more 
than five individuals. For such purpose, the ownership of 
the stock must be determined as provided in section 354 
and articles 354 <a)-l to 354 (a>-7 and article 354 (b)-l. 

“In the event of any change in the stock outstanding dur¬ 
ing the last half of the taxable year, whether In the num¬ 
ber of shares or classes of stock, or whether in the owner¬ 
ship thereof, the conditions existing immediately prior and 
subsequent to each change must be taken into consideration. 

“In determining whether the statutory conditions with 
respect to stock ownership are present at any time during 
the last half of the taxable year, the phrase ‘in value* shall. 


in the light of all the ctrcumstances, be deemed the value of 
the corporate stock outstanding at such time (not Including 
treasury stock). This value may be determined upon the 
basis of the company’s net worth, earning and dividend 
paying capacity, appreciation of assets, together with sqch 
other factors as have a bearing upon the value of the stock. 
If a value of stock is used which is greatly at variance with 
that reflected by the corporate books, the evidence upon 
which such valuation is based should be filed with the re¬ 
turn. In any case where there are two or more classes of 
stock outstanding, the total value of all the stock should 
be allocated among the different classes according to the 
relative value of each class therein. 

“The rules stated in the last two preceding paragraphs 
are equally applicable In determining the stock ownership 
requirement specified in section 353 (e), relating to per¬ 
sonal service contracts and in section 353 (f). relating to 
the use of corporation property by a shareholder. Hie 
stock ownership requirement specified in these sections re¬ 
lates, however, to the stock outstanding at any time during 
the entire taxable year and not merely during the last half 
thereof. 

“ *Sec. 353. Personal Holding Company Income. 

“ ’For the purposes of this title the term “personal holding 
company Income” means the portion of the gross income 
which consists of: 

”’(a) Dividends, interest, royalties (other than mineral, 
oil. or gas royalties), annuities. 

"’(b> Stock and securities . transactions. —Except in the 
case of regular dealers in stock or securities, gains from the 
sale or exchange of stock or securities. 

“•(c) Commodities transactions. —Gains from futures 
transactions In any commodity on or subject to the rules of 
a board of trade or commodity exchange. This subsection 
shall not apply to gains by a producer, processor, merchant, 
or handler of the commodity which arise out of bona fide 
hedging transactions reasonably necessary to the conduct 
of its business In the manner In which such business is cus¬ 
tomarily and usually conducted by others. 

“ '(d) Estates and trusts. —Amounts includible in comput¬ 
ing the net income of the corporation under Supplement E 
of Title I; and gains from the sale or other disposition of 
any interest in an estate or trust. 

“ ‘(e) Personal service contracts. —(1) Amounts received 
under a contract under which the corporation Is to furnish 
personal services; if some person other than the corpora¬ 
tion has the right to designate (by name or by description) 
the individual who is to perform the service??, or if the indi¬ 
vidual who is to perform the services te designated (by name 
or by description) In the contract; and (2) amounts received 
from the sale or other disposition of such a contract. This 
subsection shall apply with respect to amounts received for 
services under a particular contract only if at some time 
during the taxable year 25 per centum or more in value of 
the outstanding €tock of the corporation Is owned, directly 
or Indirectly, by or for the individual who has performed, is 
to perform, or may be designated (by name or by descrip¬ 
tion) as the one to perform, such services. 

“ ‘<f> Use of corporation property by shareholder .— 
Amouynts received as compensation (however designated and 
from whomsoever received) for the use of. or right to use. 
property of the corporation in any case where, at any time 
during the taxable year, 25 per centum or more in value of 
the outstanding stock of the corporation is owned, directly 
or indirectly, by or for an individual entitled to the use of 
the property; whether such right is obtained directly from 
the corporation or by means of & sublease or other 
arrangement. 

“ ‘(g) Rents. —Rents, unless constituting 50 per centum or 
more of the gross income. For the purposes of this sub¬ 
section the term “rents” means compensation, however desig¬ 
nated, for the use of, or right to use. property; but does not 
include amounts constituting personal holding company 
income under subsection (f>. 

“’(h) Mineral, oil . or gas royalties. —Mineral, oil, or gas 
royalties, unless Cl) constituting 50 per centum or more of 
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the gross Income, and (2) the deductions allowable under 
section 23 (a) (relating to expenses) other than compensa¬ 
tion for personal services rendered by shareholders, consti¬ 
tute 15 per centum or more of the gross income/ 

"Axt. 353-1. Personal holding company income. —The term 
•personal holding company income* means the portion of 
the gross income which consists of the following: 

"U> Dividends.—' The term 'dividends* means dividends as 
defined in section 115 (a), and includes amounts required 
to be included in gross Income under section 337 (b). It 
does not Include stock dividends (to the extent they do not 
constitute income to the shareholders within the meaning 
of the Sixteenth Amendment to the Constitution), liqui¬ 
dating dividends, or other capital distributions referred to 
in section 115 <c>, as amended, and section 115 (d). 

“(2) Interest. —The term 'interest* means any amounts, 
includible in gross income, received for the use of money 
loaned. 

"(3) Royalties (other than mineral , oil , or pas royal¬ 
ties), —The term 'royalties* includes amounts received for 
the privilege of using patents, copyrights, secret processes 
and formulas, good will, trade marks, trade brands, fran¬ 
chises. and other like property. It docs not include rents, 
nor overriding royalties received by an operating company. 
As used in this paragraph the term 'overriding royalties' 
means amounts received from the sublessee by the operat¬ 
ing company which originally leased and developed the 
natural resource property in respect of which such over¬ 
riding royalties are paid. 

•*(4) Annuities. —The term 'annuities' refers only to an¬ 
nuities to the extent includible in the computation of gross 
Income. (See section 22 (b) (2).) 

"(5) Gains from the sale or exchange of stock or securi¬ 
ties. —The term ‘gains from the sale or exchange of stock or 
securities* as used in section 353 (b) and these regulations 
applies to all gains (including gains from liquidating divi¬ 
dends and other distributions from capital) from the sale or 
exchange of stock or securities includible in gross Income. 
The term 'stock or securities' Includes shares or certificates 
of stock, or interest In any corporation (including any joint- 
stock company, insurance company, association, or other or¬ 
ganization classified as a corporation by the Act), certificates 
of interest or participation in any profit-sharing agreement, 
or in any oil, gas, or other mineral royalty, or lease, collateral 
trust certificates, voting trust certificates, stock rights or 
warrants, bonds, debentures, certificates of Indebtedness, 
notes, car trust certificates, bills of exchange, obligations 
Issued by or on behalf of a Government, State, Territory, or 
political subdivision thereof, etc. In the case of Tegular 
dealers in stock or securities' the term does not include gains 
derived from the sale or exchange of stock or securities made 
in the normal course of business. The term ‘regular dealer 
in stock or securities* means corporations with an established 
place of business regularly engaged in the purchase of stock 
or securities and their resale to customers, but such corpora¬ 
tions are not dealers with respect to stock or securities held 
for speculation or investment. 

"(6) Gains from futures transactions in commodities .— 
Gains from futures transactions in commodities Include 
gains from futures transactions in any commodity on or 
subject to the rules of a board of trade or commodity ex¬ 
change. but do not include gains from cash transactions or 
gains by a producer, processor, merchant, or handler of the 
commodity, which arise out of bona fide hedging transac¬ 
tions reasonably necessary to the conduct of its business in 
the manner in which such business is customarily and 
usually conducted by others. In general, personal holding 
company income includes gains on futures contracts which 
arc speculative. Futures contracts representing true hedges 
against price fluctuations in spot goods are not speculative 
transactions, though not concurrent with spot transactions. 
Futures contracts which are not hedges against spot trans¬ 
actions are speculative unless they are hedges against con¬ 
current futures or forward sales or purchases. 

M (7) Income from estates and trusts .—The income from 
estates and trusts which is to be included in personal hold¬ 


ing company Income consists of the income from estates and 
trusts which is required to be included in the gross Income 
of a corporation under sections 161 to 169, together with 
the gains derived by the corporation from the sale or other 
disposition of any interest in an estate or trust. 

"(8) Amounts received under personal service contracts .— 
Amounts includible in personal holding company income as 
amounts received under personal service contracts consist of 
amounts received pursuant to a contract under which the 
corporation is to furnish personal services, and amounts re¬ 
ceived from a sale or other disposition of such a contract, if— 

"(a) some person other than the corporation has the 
right to designate <by name or by description) the indi¬ 
vidual who is to perform the services, or if the individual 
who is to perform the services is designated (by name or by 
description) in the contract; and 
**<b) at some time during the taxable year 25 percent 
or more in value of the outstanding stock of the corporation 
is owned, directly or indirectly, by or for the individual 
who has performed, is to perform, or may be designated 
(by name or by description), as the one to perform such 
services. For this purpose the stock ownership must be 
determined as provided In section 354 and articles 354 
(a)-l to 354 (a)-7, article 354 (b)-l and the last para¬ 
graph of article 352-3. 

The application of section 353 (e) may be illustrated by the 
following examples: 

"Example (2). —A, whose profession is that of an actor, 
owns all of the outstanding capital stock of the M Corpora¬ 
tion. The M Corporation entered Into a contract with A 
under which A was to perform personal services for the per¬ 
son or persons whom the M Corporation might designate, in 
consideration of which A was to receive $10,000 a year from 
the M Corporation. The M Corporation entered into a con¬ 
tract with the O Corporation in which A was designated to 
perform personal services for the O Corporation in considera¬ 
tion of which the O Corporation was to pay the M Corpora¬ 
tion $500,000 a year. TTie $500,000 received by the M Cor¬ 
poration from the O Corporation constitutes personal holding 
company income. 

"Example (2).—The N Corporation, the entire outstand¬ 
ing capital stock of which is owned by four individuals, is 
engaged In engineering. The N Corporation entered Into a 
contract with the O Corporation to perform engineering 
services for the O Corporation, in consideration of which 
the O Corporation was to pay the N Corporation $50,000. 
The individual who was to perform the services was not 
designated (by name or by description) in the contract and 
no one but the N Corporation had the right to designate 
(by name or by description) such individual. The $50,000 
received by the N Corporation from the O Corporation does 
not constitute personal holding company income. 

*'(9) Compensation for use of property .—The compensa¬ 
tion for the use of, or the right to use. property of the cor¬ 
poration which is to be included in personal holding com¬ 
pany income consists of amounts received as compensation 
(however designated and from whomsoever received) for the 
use of, or the right to use. property of the corporation in 
any cose in which, at any time during the taxable year, 25 
percent or more In value of the outstanding stock of the 
corporation is owned, directly or indirectly, by or for the 
individual entitled to the use of the property, whether such 
right is obtained directly from the corporation or by means 
of a sublease or other arrangement. The property may con¬ 
sist of a yacht, a city residence, a country house, or any 
other kind of property. See section 354 and articles 354 
<a)-l to 354 (a>-7, article 354 (b)-l and the last paragraph 
of article 352-3. 

**(10) Rents .—The rents which are to be included in per¬ 
sonal holding company income consists of compensation, 
however designated, including charter fees. etc., for the use 
of. or the right to use. real property, or any other kind of 
property, but do not include amounts constituting personal 
holding company income under section 353 (f) and para¬ 
graph (9) of this article. However, rents do not constitute 
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personal holding company Income II constituting 50 percent 
or more of the gross Income of the corporation. 

*•(11) Mineral , oU t or q<ls royalties .—The income from 
mineral, oil. or gas royalties is to be Included as personal 
holding company income, unless (A) the aggregate amount 
of such royalties constitutes 50 percent or more of the gross 
income of the corporation for the taxable year and (B) the 
aggregate amount of deductions allowable for expenses under 
section 23 <a> (other than compensation for personal serv¬ 
ices rendered by the shareholders of the corporation > equals 
15 percent or more of the gross Income of the corporation 
for the taxable year. 

•'The term 'mineral, oil, or gas royalties* means oil royal¬ 
ties. except overriding royalties, received from any interest 
in mineral, oil. or gas properties. The term 'mineral' In¬ 
cludes the ores specified in paragraph (d) of article 23 
As used In this paragraph the term 'overriding 
royalties* means amounts received from the sublessee by the 
operating company which originally leased and developed 
the natural resources property in request of which such 
overriding royalties are paid. 

" 'Sec. 354. Stock Ownership. 

•'•(a) Constructive ownership .—For the purpose of deter¬ 
mining whether a corporation is a personal holding com¬ 
pany. insofar as such determination Is based on stock owner¬ 
ship under section 352 (a) (2). section 353 (e). or section 
353 <f>— 

" *(1) Stock not owned by individual .—Stock owned, di¬ 
rectly or indirectly, by or for a corporation, partnership, 
estate, or trust shall be considered as being owned pro¬ 
portionately by its shareholders, partners, or beneficiaries. 

“'(2) Family and partnership ownership .—An Individual 
shall be considered as owning the stock owned, directly or 
indirectly, by or for his family or by or for his partner. 
For the purposes of this paragraph the family of an 
Individual includes only his brothers and sisters (whether 
by the whole or half blood), spouse, ancestors, and lineal 
descendants. 

“ '(3) Options .—If any person has an option to acquire 
stock such stock shall be considered as owned by such 
person. For the purposes of this paragraph an option 
to acquire such an option, and each one of a series of such 
options, shall be considered as an option to acquire such 
stock. 

*"<4) Application of family-partnership and option 
rules .—Paragraphs (2) and (3) shall be applied— 

-•(A) For the purposes of the stock ownership re¬ 
quirement provided In section 352 (a) (2). if, but only 
If. the effect is to make the corporation a personal hold¬ 
ing company; 

*'*(B) For the purposes of section 353 (e) (relating 
to personal service contracts), or of section 353 (f) 
relating to the use of property by shareholders), if, but 
only if, the effect is to make the amounts therein re¬ 
ferred to includible under such subsection as personal 
holding company income. 

M '(5) Constructive ownership as actual ownership .— 
Stock constructively owned by a person by reason of the 
application of paragraph (1) or (3) shall, for the purpose 
of applying paragraph (1) or (2), be treated as actually 
owned by such person; but stock constructively owned by 
an individual by reason of the application of paragraph 


(2) shall not be treated as owned by him for the purpose 
of again applying such paragraph in order to make another 
the constructive owner of such stock. 

H *<6> Option rule in lieu of family and partnership 
rule .—If stock may be considered as owned by an in¬ 
dividual under cither paragraph (2) or *3) it shall be 
considered as owned by him under paragraph (3).' 

m Aht. 354 <a)-l. Stock ownership. — For the purpose of de¬ 
termining whether— 

M (a) a corporation is a personal holding company, inso¬ 
far as such determination is based on the stock ownership 
requirement specified in section 352 (a) (2) and article 
352-3, or 

"(b) amounts received under a personal service contract 
or from the sale of such a contract constitute personal 
holding company Income insofar as such determination is 
based on the stock ownership requirement specified in 
section 353 (e) and paragraph (8) of article 353-1. or 

"(c) compensation for the use of property constitutes 
personal holding company income insofar as such deter¬ 
mination is based on the stock ownership requirement spec¬ 
ified in section 353 (f) and paragraph <9> of Article 351-1, 

stock owned by an individual includes stock constructively 
owned by him as provided In section 354. For such purpose 
constructive ownership of stock shall be determined and 
applied in accordance with the rules provided in section 354 
and articles 354 (a)-2 to 354 <a>-7 and article 354 <b)-l. 
All forms and classes of stock, however denominated, which 
represent the interests of shareholders, members, or benefi¬ 
ciaries In the corporation shall be taken into consideration. 

"A*t. 354 (a)-2. Stock not owned by individual .—In deter¬ 
mining the ownership of stock for any of the purposes set 
forth in article 354 (o)-l. stock owned, directly or Indirectly, 
by or for a corporation, partnership, estate, or trust shall 
be considered as being owned proportionately by its share¬ 
holders, partners, or beneficiaries. For example, if A and 
B, two individuals, are the exclusive and equal beneficiaries 
of a trust or estate, and if such trust or estate owns the 
entire capital stock of the M Corporation, and if the M Cor¬ 
poration in turn owns the entire capital stock of the N Cor¬ 
poration. then the stock of both the M Corporation and the 
N Corporation shall be considered as being owned equally 
by A and B as the individuals owning the beneficial interest 
therein. See also article 354 <a>-6. 

"Axt. 354 Family and partnership ownership .—In 

determining the ownership of stock for any of the purposes 
set forth in article 354 ta)-l. an individual shall be con¬ 
sidered as owning the stock owned, directly or indirectly, by 
or for his family or by or for his partner. For the purposes 
of such determination the family of an individual includes 
only his brothers and sisters < whether by the whole or half 
blood), spouse, ancestors, and lineal descendants. 

‘The application of the family and partnership rule in 
determining the ownership of stock for the purpose set forth 
in (a) of article 354 (a)-l is Illustrated by the following 
example: 

“Exampie .—The M Corporation at some time during tho 
last half of the taxable year had 1,800 shares of outstanding 
stock. 450 of which were held by various Individuals having 
no relationship to one another and none of whom were part¬ 
ners. and the re m aini n g 1350 were held by 51 shareholders 
as fallows: 
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By applying the statutory rule provided in section 354 (a) (2) 
five individuals own more than 50 percent of the outstanding 
stock as follows: 


A (Including AF, AW, AB, AS, ASIIS, AP)._160 

B (including BP. BW. BB. BS. BSH3)..160 

CW (Including-C. CS. CWF CWB).....220 

DB (including D. DP. DBW).....200 

EWB (including EW. EWP, EWBW).170 

Total, or more than SO percent_010 


Individual A represents the obvious case where the head of 
the family owns the bulk of the family stock and naturally 
Is the head of the group. A’s partner owns 10 shares of the 
stock. Individual B represents the case where he is still head 
of the group because of the ownership of stock by his immedi¬ 
ate family. Individuals C and D represent cases where the 
individuals fall in groups headed In C’s case by his wife and 
in D’s case by his brother because of the preponderance of 
holdings on the part of relatives by marriage. Individual E 
represents the case where the preponderant holdings of 
others eliminate that individual from the group. 

"The method of applying the family and partnership rule 
as illustrated in the foregoing example also applies in deter¬ 
mining the ownership of stock for the purposes stated in (b) 
and (c) of article 354 (a)-l. 

Art. 354 (a)-4. Options. — In determining the ownership 
of stock for any of the purposes set forth in article 354 <a)-l, 
if any person has an option to acquire stock, such stock may 
be considered as owned by such person. The term ‘option* 
as used In this article includes an option to acquire such an 
option and each one of a series of such options, so that the 
person who has an option on an option to acquire stock may 
be considered as the owner of the stock. 

“Art. 354 la)-5. Application of family-partnership and op - 
tion rules. —The family and partnership rule provided In sec¬ 
tion 354 (a) (2) and article 354 (a)-3 and the option rule 
provided in section 354 <&) (3) and article 354 (a)-4 shall be 
applied— 

"(a) for the purpose stated in (a) of article 354 <a)-l, 
if. but only if. the effect of such application is to make the 
corporation a personal holding company, or 
"(b) for the purpose stated in (b) of article 354 (a)-l. 
If. but only if. the effect of such application is to make the 
amounts received under a personal service contract or from 
the sale of such a contract personal holding company 
Income, or 

"(c) for the purpose stated in (c) of article 354 (a)-l, 
if. but only if, the effect of such application is to make the 
compensation for the use of property personal holding 
company income. 

The family and partnership rule and the option rule must be 
applied independently for each of the purposes stated in 
article 354 (a)-l. 

“Art. 354 <a>-6. Constructive ownership as actual owner¬ 
ship. —In determining the ownership of stock for any of the 
purposes set forth in article 354 <a)-l— 

"(a) stock constructively owned by a person by reason 
of the application of the rule provided in section 354 (a) (1). 
relating to stock not owned by an individual (see article 
354 <a)-2) shall be considered as actually owned by such 
person for the purpose of again applying such rule or of 
applying the family and partnership rule provided in sec¬ 
tion 354 (a) (2) (see article 354 <a)-3) in order to make 
‘’another person the constructive owner of such stock, and 
"(b) stock constructively owned by a person by reason 
of the application of the option rule provided in section 
154 (a) <3) (see article 354 (a)-4> shall be considered 
as actually owned by such person for the purpose of ap¬ 
plying either the rule provided in section 354 (a) (1), 
relating to stock not owned by an individual, or the fam¬ 
ily and partnership rule provided in section 354 (a) (2) 
in order to make another person the constructive owner 
of such stock, but 

"(c) stock constructively owned by an individual by 
reason of the application of the family and partnership 


rule provided in section 354 (a) (2) shall not be con¬ 
sidered as actually owned by such Individual for the pur¬ 
pose of again applying such rule in order to make another 
individual the constructive owner of such stock. 

"The application of this article may be illustrated by the 
following examples: 

"Example (1). —A’s wife. AW. owns all of the stock of 
the M Corporation, which in turn owns all the stock of the 
O Corporation. The O Corporation in turn owns all the 
stock In the P Corporation, 

"Under the rule provided in section 354 (a) (1), relating 
to stock not owned by an individual, the stock in the P 
Corporation owned by the O Corporation is considered to be 
owned constructively by the M Corporation, the sole share¬ 
holder of the O Corporation, Such constructive ownership 
of the stock of the M Corporation is considered ns actual 
ownership for the purpose of again applying such rule in 
order to make AW. the sole shareholder of the M Corpora¬ 
tion. the constructive owner of the stock of the P Corpora¬ 
tion. Similarly, the constructive ownership of the stock by 
AW is considered as actual ownership for the purpose of 
applying the family and partnership rule provided In sec¬ 
tion 354 (a) (2) in order to make A the constructive owner 
of the stock of the P Corporation, if such application is 
necessary for any of the purposes set forth In article 354 
<a)-l. But the stock thus constructively owned by A may 
not be considered as actual ownership for the purpose of 
again applying the family and partnership rule in order to 
make another member of A’s family, for example A’s father, 
the constructive owner of the stock of the P Corporation. 

"Example (2).—B. an Individual, owns all the stock of the 
R Corporation which has an option to acquire all the stock 
of the S Corporation, owned by C, an individual, who is not 
related to B. 

"Under the option rule provided in section 354 (a) (3) 
the R Corporation may be considered as owning construc¬ 
tively the stock of the S Corporation owned by C. Such 
constructive ownership of the stock by the R Corporation is 
considered as actual ownership for the purpose of applying 
the rule provided in section 354 (a) (1), relating to stock 
not owned by an Individual, in order to make B. the sole 
shareholder of the R Corporation, the constructive owner 
of the stock of the S Corporation. The stock thus con¬ 
structively owned by B by reason of the application of the 
rule provided in section 354 <aj (1) likewise is considered 
as actual ownership for the purpose, if necessary, of apply¬ 
ing the family and partnership rule provided In section 354 
(a) (2), in order to make another member of B’s family, 
for example, B's wife, BW, the constructive owner of the 
stock of the S Corporation. However, the family and part¬ 
nership rule could not again be applied so as to make still 
another Individual the constructive owner of the stock of 
the S Corporation, that is. the stock constructively owned 
by BW could not be considered as actually owned by her in 
order to make BW’s father the constructive owner of such 
stock by a second application of the family and partnership 
rule, 

"Art. 354 (a) 7. Option rule in lieu of family and part - 
nership rule. —If, in determining the ownership of stock for 
any of the purposes set forth in article 354 (a)-l. stock may 
be considered as constructively owned by an individual by 
an application of both the family-partnership rule provided 
in section 354 (a) (2) (see article 354 (a)-3) and the option 
rule provided in section 354 (a) (3) (see article 354 <a>-4) 
such stock shall be considered as owned constructively by 
the Individual by reason of the application of the option 
rule. 

"The application of this article may be Illustrated by the 
following example: 

44 Example. —Two brothers. A and B. each owm 10 percent 
of the stock of the M Corporation, and A’s wife, AW. also 
owms 10 percent of the stock of such corporation. AW’s hus¬ 
band. A. has an option to acquire the stock owned by her at 
any time. It becomes necessary, for one of the purposes 
stated in article 354 <a)-l. to determine the stock ownership 
of B in the M Corporation. 
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"Tt the family and partnership rule were the only rule 
that applied In the case. B would be considered, under that 
rule, as owning 20 percent of the stock of the M Corporation, 
namely, his own stock plus the stock owned by his brother. 
In that event. B could not,be considered as owning the stock 
held by AW since (1) AW Is not a member of B’s family and 
(2> the constructive ownership of such stock by A through 
the application of the family and partnership rule In his 
case is not considered as actual ownership so as to make 
B the constructive owner by a second application of the 
same rule with respect to the ownership of the stock. (See 
article 354 (a)-6.) 

•However, there is more than the family and partner¬ 
ship rule Involved in this example. As the holder of an 
option upon the stock. A may be considered the construc¬ 
tive owner of his wife’s stock by the application of the op¬ 
tion rule and without reference to the family relationship 
between A and AW. If A Is considered as owning the stock 
of his wife by application of the option rule, then under 
article 354 (a)-6. such constructive ownership by A is re¬ 
garded as actual ownership for the purpose of applying the 
family and partnership rule so as to make another member 
of A's family, for example. B. the constructive owner of 
the stock. Hence, since A may be considered as owning his 
wife's stock by applying both the family-partnership rule 
and the option rule, the provisions of section 354 (a) (6) 
apply and accordingly A must be considered the constructive 
owner of his wife's stock under the option rule rather than 
the family-partnership rule. B thus becomes the construc¬ 
tive owner of 30 percent of the stock of the M Corporation, 
namely, his own 10 percent, A's 10 percent, and AW's 10 
percent constructively owned by A as the holder of an op¬ 
tion on the stock. 

"MSec. 354. Stock Ownership.) 

‘"(b) Convertible Securities.—Outstanding securities con¬ 
vertible into stock (whether or not convertible during the 
taxable year) shall be considered as outstanding stock— 

"‘(1) For the purpose of the stock ownership require¬ 
ment provided in section 352 (&) (2), but only if the 
effect of the inclusion of all such securities is to moke the 
corporation a personal holding company; 

"'(2) For the purpose of section 353 (e) (relating to 
personal service contracts), but only if the effect of the 
Inclusion of all such securities is to make the amounts 
therein referred to includible under such subsection as 
personal holding company income; and 

'“(3) For the purpose of section 353 (f) (relating to 
the use of property by shareholders), but only if the effect 
of the Inclusion of all such securities is to make the 
amounts therein referred to Includible under such sub¬ 
section as personal holding company income. 

“'The requirement in paragraphs (1), (2), and (3) that 
all convertible securities must be included if any are to be 
included shall be subject to the exception that, where 
some of the outstanding securities are convertible only after 
a later date than in the case of others, the class having the 
earlier conversion date may be included although the 
others are not included, but no convertible securities shall 
be included unless all outstanding securities having a prior 
conversion date arc also included.' 

"Art. 354 (b)-l. Convertible securities, — Under section 354 
(b). outstanding securities of a corporation, such as bonds, 
debentures or other corporate obligations, convertible into 
stock of the corporation (whether or not convertibie during 
the taxable year) shall be considered as outstanding stock of 
the corporation for the purpose of the stock ownership re¬ 
quirement provided In section 352 (a) (2), but only if the 
effect of such consideration is to make the corporation a 
personal holding company. Such convertible securities shall 
be considered as outstanding stock for the purpose of section 
353 <e). relating to amounts received under personal service 
contracts, or of section 353 (f), relating to compensation for 
the use of property, but only if the effect of such considera¬ 
tion is to make the amounts therein referred to includible 


/ 

under such sections as personal holding company Income. 
The consideration of convertible securities as outstanding 
stock is subject to the exception that, if some of the out¬ 
standing securities arc convertible only after .a later date 
than In the case of others, the class having the earlier con¬ 
version date may be considered as outstanding stock although 
the others are not so considered, but no convertible securities 
shall be considered as outstanding stock unless all outstand¬ 
ing securities having a prior conversion date are also so 
considered. For example, if outstanding securities are con¬ 
vertible in 1937, 1938, and 1939. those convertible in 1937 can 
be properly considered as outstanding stock without so con¬ 
sidering those convertible in 1938 or 1939, and those conver¬ 
tible in 1937 and 1938 can be properly considered as out¬ 
standing stock without so considering those convertible in 
1939. However, the securities convertible In 1938 could not 
be properly considered as outstanding stock without so con¬ 
sidering those convertible in 1937 and the securities con¬ 
vertible In 1939 could not be properly considered as outstand¬ 
ing stock without so considering those convertible In 1937 
and 1938. 

'* ‘Sec. 355. Undistributed adjusted net income. 

'"For the purposes of this title the term “undistributed 
adjusted net Income" means the adjusted net income (as 
defined in section 356) minus — 

"'(a) The amount of the dividends paid credit provided 
in section 27, computed without the benefit of subsection (b) 
thereof (relating to the dividend carry-over); and 

*"<b) Amounts used or irrevocably set aside to pay or 
to retire indebtedness of any kind incurred prior to January 
1. 1934, if such amounts are reasonable with reference to 
the size and terms of such indebtedness.' 

"Art. 355-1. Undistributed adjusted net tncojne .—The term 
'undistributed adjusted net income* means the adjusted net 
Income (as defined in section 356 and article 356-1 > minus 
(A) the amount of dividends paid credit provided in section 
27. computed without the benefit of section 27 (b) (relating 
to the dividend carry-over) and (B> amounts used or irre¬ 
vocably set aside to pay or to retire indebtedness of any kind 
incurred prior to January 1, 1934, if such amounts are rea¬ 
sonable with reference to the size and the terms of such 
indebtedness (see article 355-2). 

"Art. 355-2. Amounts used or irrevocably set aside to pay 
or to retire indebtedness of any kind incurred prior to Janu - 
ary t. 1934.— 

"(a) Indebtedness. —Hie term 'indebtedness* means an ob¬ 
ligation, absolute and not contingent, to pay, on demand or 
within a given time, in cash or other medium, a fixed 
amount. The term ‘indebtedness’ does not include the obli¬ 
gation of a corporation on its capital stock. 

“The indebtedness must have been incurred (or. if incurred 
by a ssum ption, assumed) by the taxpayer prior to January 1, 
1934. An indebtedness evidenced by bonds, notes or other 
obligations issued by a corporation is ordinarily incurred as 
of the date such obligations are Issued and the amount 
of such indebtedness is the amount represented by the face 
value of the obligations. In the case of renewal or other 
changes In the form of an indebtedness, so long as the rela¬ 
tionship of debtor and creditor continues between the tax¬ 
payer and his creditor, the giving of a new promise to pay 
by the taxpayer will not have the effect of changing the 
date the Indebtedness was Incurred. 

"(b) Amounts used or irrevocably set aside.—The deduc¬ 
tion is allowable. In any taxable year, only for amounts used 
or irrevocably set aside in that year. The use or irrevocable 
setting aside must be to effect the extinguishment or dis¬ 
charge of indebtedness. Since, therefore, in the case of 
renewal and other changes In the form of an indebtedness, 
the relationship of debtor and creditor continues between the 
taxpayer and his creditor, the mere giving of a new promise 
to pay by the taxpayer will not result in an allowable deduc¬ 
tion. If amounts are set aside in one year, no deduction 
is allowable for such amounts for a later year in which 
actually paid. As long as all other conditions are satisfied, 
the aggregate amount allowable as a deduction for any 
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taxable year Includes all amounts (from whatever source) 
used and, as well, all amounts (from whatever source) 
irrevocably set aside, irrespective of whether in cash or other 
medium. Double deductions are not permitted. 

••(c) Reasonableness of the amounts with reference to the 
aim and terms of the Indebtedness.—The reasonableness of 
the amounts used or irrevocably set aside must be determined 
by reference to the size and terms of the particular indebt¬ 
edness. Hence, all the facts and circumstances with respect 
to the nature, scope, conditions, amount, maturity, and other 
terms of the particular indebtedness must be shown in each 
case. 

•‘Ordinarily an amount used to pay or retire an indebted¬ 
ness, In whole or in part, at or prior to the maturity and in 
accordance with the terms thereof will be considered reason¬ 
able. and may be allowable as a deduction for the year in 
which so used, if no adjustment is required by reason of an 
amount set aside in a prior year for payment or retirement 
of the same indebtedness. 

"AH amounts irrevocably set aside for the payment or re¬ 
tirement of an indebtedness in accordance with and pur¬ 
suant to the terms of the obligation, for example, the an¬ 
nual contribution to trustees required by a mandatory sink¬ 
ing fund, will be considered as complying with the statutory 
requirement of reasonableness. To be considered reason¬ 
able it is not necessary that the plan of retirement provide 
for a retroactive setting aside of amounts for years prior to 
that in which the plan is adopted. However. If a voluntary 
plan was adopted prior to 1934. no adjustment is allowable in 
respect of the amounts set aside in the years prior to 1934. 

**<d> General .—The burden of proof will rest upon the 
taxpayer to sustain the deduction claimed. Therefore, the 
taxpayer must furnish the information required by the 
return, and such other information as the Commissioner 
may require in substantiation of the deduction claimed. 

" *Sec. 356. Adjusted Net Income. 

" 'For the purposes of this title the term “adjusted net In¬ 
come'* means the net income with the following adjustments: 

"•(a) Additional deductions .—There shall be allowed as 
deductions— 

"•(1) Federal income, war-profits. and excess-profits 
taxes paid or accrued during the taxable year to the ex¬ 
tent not allowed as a deduction under section 23; but not 
including the tax Imposed by section 102, section 351 
(either before or after its amendment by the Revenue Act 
of 1937), or a section of a prior income-tax law corre¬ 
sponding to either of such sections. 

"'(2) In lieu of the deduction allowed by section 23 (q), 
contributions or gifts made within the taxable year to or 
for the use of donees described in section 23 (q> for the 
purposes therein specified, to an amount which does not 
exceed 15 per centum of the taxpayer's net income, com¬ 
puted without the benefit of this paragraph and section 
23 (q), and without the deduction of the amount disal¬ 
lowed under subsection <b> of this section. 

"•(3) In the case of a corporation organized prior to 
January 1. 1936, to take over the assets and liabilities of 
the estate of a decedent, amounts paid in liquidation of 
any liability of the corporation based on the liability of 
the decedent to make contributions or gifts to or for the 
use of donees described in section 23 (o) for the purposes 
therein specified, to the extent such liability of the de¬ 
cedent existed prior to January 1. 1934 No deduction 
shall be allowed under paragraph (2) of this subsection 
for a taxable year for which a deduction is allowed under 
this paragraph. 

M, (b) Deductions not allowed .—The aggregate of the 
deductions allowed under section 23 (a), relating to expenses, 
and section 23 (1), relating to depreciation, which are allo¬ 
cable to the operation and maintenance of property owned or 
operated by the corporation, shall be allowed only in an 
amount equal to the rent or other compensation received for 
the use or right to use the property, unless it is established 
(under regulations prescribed by the Commissioner with the 


approval of the Secretary) to the satisfaction of the Com¬ 
missioner: 

" '(1) That the rent or other compensation received was 
the highest obtainable, or. if none was received, that none 
was obtainable; 

"•(2) That the property was held in the course of a 
business carried on bona fide for profit; and 

" 4 (3> Either that there was reasonable expectation that 
the operation of the property would result in a profit, or 
that the property was necessary to the conduct of the 
business.* 

"Art. 35(t-l. Adjusted net income .—The term 'adjusted 
net income* as used in Title IA. as amended, means, in the 
case of a domestic corporation, the gross Income as defined In 
section 22 less the deductions provided In section 23 subject 
to the qualifications, limitations and exceptions provided in 
section 356. In the case of a foreign corporation, whether 
resident or nonresident, which files or causes a return to be 
filed, the ‘readjusted net income* means the net income from 
sources within the United States (gross income from sources 
within the United States as defined in section 119 and the 
regulations thereunder less statutory deductions) subject to 
the qualifications, limitations and exceptions provided In 
section 356. In the case of a foreign corporation, whether 
resident or nonresident, which files no return the ‘adjusted 
net incopic* means the gross income from sources within the 
United 8tates as defined In section 119 and the regulations 
thereunder less the deductions enumerated in section 356 (a) 
but without the benefit of any deductions under Title I of 
the Revenue Act of 1936 (see section 233). 

"The ‘adjusted net income* includes interest upon obli¬ 
gations of the United States and obligations of a corpora¬ 
tion organized under Act of Congress, if such corporation 
is an instrumentality of the United States, except as pro¬ 
vided in section 22 (b) (4). The ‘adjusted net income* 
does not include Interest on obligations of States or Terri¬ 
tories of the United States or any political subdivision 
thereof or of the District of Columbia or of the possessions 
of the United States. 

•‘The foreign tax credit permitted by section 131 with re¬ 
spect to the taxes imposed by Title I of the Revenue Act 
of 1936 Is not allowed with respect to the surtax imposed 
by section 351. However, the deduction of foreign taxes 
under section 23 (c) is permitted for the purposes of the 
surtax even if for the purposes of the corporate tax im¬ 
posed by Title I of that Act a credit for such taxes is taken. 

"In addition to the qualifications, limitations, and excep¬ 
tions provided In section 356 (a), under section 356 (b) the 
aggregate of the deductions allowed under section 23 (a), 
relating to expenses, and section 23 (1), relating to de¬ 
preciation, which arc allocable to the operation and main¬ 
tenance of property owned or operated by the company shall 
be allowed only in an amount equal to the rent or other 
compensation received for the use of, or right to use, the 
property, unless U is established to the satisfaction of the 
Commissioner: 

(1) That the rent or other compensation received was 
the highest obtainable, or if none was received, that none 
was obtainable; 

"(2) That the property was held in the course of a business 
carried on bona fide for profit; and 
"(3) Either that there was reasonable expectation that 
the operation of the property would result in a profit, or that 
the property was necessary to the conduct of the business 
"The burden of proof will rest upon Jhe taxpayer to sus¬ 
tain the deduction claimed. If, in computing its adjusted net 
Income, a personal holding company claims deductions for 
expenses and depreciation allocable to the operation and 
maintenance of property owned or operated by the com¬ 
pany, In an aggregate amount In excess of the rent or other 
compensation received for the use of. or the right to use. the 
property, it shall attach to its income tax return a statement 
setting forth its claim for allowance of the additional de¬ 
ductions together with a complete statement of the facts, cir- 
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cumstances and arguments on which it relics in support of its 
claim. Such statement shall set forth: 

“(a) A description of the property: 

“(b) The cost or other basis to the corporation and the 
nature and value of the consideration paid for the property; 

“(c) The name and address of the person from whom 
acquired and the date thereof; 

“(d) The name and address of the person to whom leased 
or rented, or the person permitted to use the property, and 
the number of shares of stock, if any, held by such person 
and the members of his family; 

“(e) The nature and gross amount of the rent or other 
compensation received for the use of, or the right to use. 
the property during the taxable year and for each of the 
five preceding years and the amount of the expenses in¬ 
curred with respect to. and the depreciation sustained on, 
the property for such years; 

“(f) Evidence that the rent or other compensation was 
the highest obtainable and. if none was received, a state¬ 
ment of the reasons therefor; 

“(g) A copy of the contract, lease or rental agreement; 
“(h) The purpose for which the property was used; 

“(i) The business carried on by the corporation with re¬ 
spect to which the property was held and the gross income, 
expenses and net income derived from the conduct of such 
business for the taxable year and for each of the five pre¬ 
ceding years: 

“(J> A statement of any reasons which existed for ex¬ 
pectation that the operation of the property would be 
profitable, or a statement of the necessity for the use of 
the property in the business of the corporation, and the 
reasons why the property was acquired; and 
“(k) Any other Information on which the taxpayer relies. 

“Akt. 356-2. Illustration of computation of adjusted net 
income, undistributed adjusted net income. and surtax .— 
The method of computation of the adjusted net income, the 
undistributed adjusted net income, and the surtax under 
Title IA. as amended, may be illustrated as follows: 

“The following facts exist with respect to the O Corpora¬ 
tion, a personal holding company, for the calendar year 
1937: 

“The net income, as computed under Title I of the Act 
amounts to $190,000. 

“Federal income tax aggregates $17,500. This amount in¬ 
cludes the surtax under section 14 but does not include 
excess-profits tax imposed by section 106 of the Revenue 
Act of 1935, surtax imposed by section 102 of the Revenue 
Act of 1936, or section 351 of the latter Act either before or 
after its amendment by the Revenue Act of 1937. or a sec¬ 
tion of a prior income-tax law corresponding to either of 
such sections 102 or 351. 

“Contributions or gifts made to or for the use of donees 
described in section 23 (q) for the purposes therein specified 
amount to $35,000, of which $10,000 is deducted in arriving 
at the net income under Title I of the Revenue Act of 1936. 

“Rent in the amount of $10,000 was received from the 
principal shareholder of the corporation for the use of a 
country estate which had been previously acquired from 
such shareholder in exchange for its capital stock. The ex¬ 
penses of the corporation allocable to the maintenance and 
operation of the country estate amount to $30,000. The 
yearly depreciation on the depreciable property of the estate 
amounts to $5,000. The corporation has not established its 
right to claim the entire amount of the expenses and de¬ 
preciation applicable to the estate as provided in section 
356 (b) and article 356-1. 

“Dividends paid by the corporation to its shareholders 
during the taxable year which are allowable as a credit 
under section 27 amount to $40,000. 

“The amount used during the year to pay indebtedness 
incurred by the corporation prior to January 1, 1934, Is 
$31,750. 

No. 13-a 


“The adjusted net Income, the undistributed adjusted net 
income, and the surtax are computed as follows: 

Net Income under Title X of the Revenue Act of 1936.... 9190.000 
Add: 

Contributions deductible In computing net Income 

under section 21_ 10.000 

Aggregate ot expenses and depreciation relating to 
the country estate in excess of the income derived 
therefrom_ 26.000 


Net Income computed without the benefit of a deduction 
for contributions and without the beuefit of the amount 
disallowed under section 356 (b)_—__ 236.000 


Federal income taxes___917.600 

Contributions deductible under section 

356 (a) (2) (15 percent of 9225.000)_ 33,760 

- 51.250 


Adjusted net Income___....__ 173.760 

Less? 

Dividends paid credit__ 40.000 

Amount used to pay Indebtedness... 31.760 

- 71,760 


Undistributed adjusted net income__ 102.000 

Amount taxable at 65 percent (not in excess of 92.000).. 2.000 

Amount taxable at 75 percent (9102,000 minus 92,000).. 100,000 

Surtax on 92.000 at 65 percent_____ 1,300 

Surtax on 9100.000 at 75 percent_ 75,000 

Total surtax____ 76,300 

“ ‘Sec. 357. Meaning of Terms Used . 

“ ‘The terms used in this title shall have the same mean¬ 
ing as when used in Title I. 

“ ‘Sec. 358. Administrative Provisions . 

M ‘All provisions of law (including penalties) applicable in 
respect of the taxes imposed by Title I of this Act. shall 
insofar as not inconsistent with this title, be applicable in 
respect of the tax Imposed by this title, except that the 
provisions of section 131 of that title shall not be applicable.' 

“Art. 358-1. Return and payment of tax .—A separate re¬ 
turn Is required for the surtax imposed under section 351 
of Title IA, as amended. Such returns shall be made on 
FPrm 1120H. In the case of a personal holding company 
which is a domestic corporation, the return is required to be 
made within the time provided by section 53 and in the case 
of a foreign corporation within the time provided In section 
235. The tax shown by the corporation on its return must 
be paid in the case of a domestic corporation within the time 
provided in section 56 and in the case of a foreign corpora¬ 
tion within the time provided In section 236. The same 
provisions of law relating to the period of limitations for 
assessment and collection which govern the taxes imposed 
by Title I of the Revenue Act of 1936 also apply to the sur¬ 
tax imposed under Title IA. as amended. However, since the 
surtax imposed under Title LA. as amended, is a distinct and 
separate lax from those Imposed under Title I of the Reve¬ 
nue Act of 1936, the making of a return under Title I of 
that Act will not start the period of limitations for assess¬ 
ment of the surtax imposed under Title IA, as amended. If 
the corporation subject to section 351 of Title I A, as amended, 
falls to file a return the tax may be assessed at any time. If 
the Commissioner finds a deficiency in respect of the tax 
imposed by section 351 of Title IA. as amended, he is required 
to follow the same procedure which applies to deficiencies in 
income tax under Title I of the Revenue Act of 1936. The 
penalties applicable to the income taxes Imposed under Title 
I of the Revenue Act of 1936. as well as the provisions of 
Title I of that Act relating to interest and additions to the 
tax, also apply to the surtax Imposed by section 351 of Title 
IA, as amended. The administrative provisions applicable to 
the surtax imposed by section 351 of Title IA. as amended, 
are not confined to those contained in Title I of the Revenue 
Act of 1936 but embrace all administrative provisions of 
law which have any application to income taxes. 

“Art. 358-2. Determination of tax. assessment , collection .— 
The determination, assessment and collection of the tax im¬ 
posed by section 351 of Title IA, as amended, and the exami- 
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nation of returns and claims in connection therewith, will 
be made under such procedure as may be prescribed from 
time to time by the Commissioner. 

M ‘Sec. 359. Improper Accumulation of Surplus . 

“ 'For surtax on corporations which accumulate surplus to 
avoid surtax on stockholders, see section 102. 

“ 'Sec. 360. Foreion Personal Holding Companies. 

“ 'For provisions relating to foreign personal holding com¬ 
panies and their shareholders, see Supplement P of Title 1/ ” 
[seal] Cras T. Russell, 


W. J. Rainey. Inc.. Clyde #1,2 and 3 Mines, shall be price 
indexed as follows: 

SIZE GROUPS 
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Acting Commissioner of Internal Revenue . 
Approved: January 14. 1936. 

Roswell Magill, 

Acting Secretary of the Treasury, 

|F. R. Doc. 38-179; Filed. January 18,1938; 11:34 a.m.] 




By order of the Commission. 

Dated this 12th day of January. 1938. 

~ “'"-F, W. McCullough, Secretary . 

toe .s S-rsg 


(Order No. 1841 


DEPARTMENT OF THE INTERIOR. 

National Bituminous Coal Commission. / 

|Order No. 183] 

An Order Modifying Order No. 90. as Modified by Orders 
Nos. 138, 149 and 160. and Supplementing the Schedule 
or Minimum Prices for Coals of Code Members Produced 
Within District No. 2. by Adding Thereto a Supplemen¬ 
tal Schedule of Prices. To Be Known as “Supplement 
No. 4 to Price Schedule No. 1— District No. 2“ 

{Order No. 183 (F. R. Doe. 38-13s'; Filed. January 14,1938: 
12:03 p. m.) appears in the time for Saturday. January 
1933, at 3 F. R. 100 . The following supplemental schedule of 
prices has been filed with the Division of the Federal Regis - 
ter . The National Archives, as a part of Order No. 133. ] 

SUPPLEMENT NO. 4 TO PRICE SCHEDULE NO. 1 FOR DISTRICT NO. 3 

To all Code Members within District No. 2: 

Effective January 24. 1938. the following changes in Price 
Schedule No. 1 and Supplement No. 1 thereto,* shall be 
made: 

The following mines shall be Indexed “F“ instead of *‘E M 
for Size Qroup 9: 

Abruxzi Coal Company, Abruzzi Mine. 

Abruzzi Coal Company, Wins ted Mine. 

Ainsley Coal Company. Geneva Mine. 

Crawford C k C Co M Donald #2 Mine. 

Davidson -Conn*yL C k C Co., Frederick #1 Mine. 
Fancy Hill Cool Company—Eagle Mine. 

Oouid. Kenneth. Gould Mine. # 

McManis k Sons Coal Co.. Powell Mine. 

Martin Mining Company. Martin Mine. 

Mapcl-Sterling Coal Company. Mapel St. #2 Mine. 
Old Home Fuel Co., Griffin No. 1 Mine. 

Poland Coal Company. Poland #3 Mine. 

Reliance C. Mining Company. Crystal Mine. 

South Fayette Coal Company. Melrose Mine. 

West Point Marion C. Co., Walnut Hill Mine. 

McKeesport Coal t Coke Co.. Hubbard Mine, shall be 
Indexed “D" instead of “C“ for Group 9. 

Union Collieries Co„ Renton #3 Mine shall be indexed 
*C” for washed or mechanically cleaned coal in Size Group 
9. and indexed “D" instead of “C“ for Raw coal in Size 
Group 9. 

Hillman Coal k Coke Company, Naomi Mine Raw Coal 
shall be price indexed as follows: 

SIZE GROUPS 


1 

2 

S 

4 

ft 

ft 

7 

9 

12 

13 

14 

€ 

B 

B 

B 

C 

c 

O 

D 

0 

0 

O 


1 2 F. It. 3010.3272 (DI). 


An Order Modifying Order No. 96. as Modified ht Orders 
Nos. 132 AND 164. AND SUPPLEMENTING THE SCHEDULE OF 
Minimum Prices for Coals of Code Members Produced 
Within District No. 8, by Adding Thereto a Supple¬ 
mental Schedule of Prices, TO Be Known as “Supple¬ 
ment No. 3 to Price Schedule No, 1— District too. 8“ 

[Order No. 134 (F. R.^JX>c.3&-136j) Filed. January 14. 
1938: 12:03 p. m.) appear slrTThrlSSficfor Saturday. Janu¬ 
ary 15. 1938, at 3 F. R. 101. The following supplemental 
schedule of prices has been filed with the Division of the 
Federal Register, The National Archives, as a part of Order 
No. 184. 1 

SUPPLEMENT NO. 3 TO PRICE SCHEDULE NO. 1 FOR DISTRICT NO. 8 

To all Code Members within District No. 8: 

Effective January 24. 1938. the following change and 
addition shall be made in Supplement No. 1 to Price Sched¬ 
ule No. 1: 1 

Octavia Coal Mining Corporation. Octavia Mine, Pond 
Creek Seam (Top Stratta) shall be indexed “P“ Instead of 
“N“ for size group 4 and indexed “H“ instead of “F“ for size 
group 12. 

The following shall be added: 

Item “3A Savannah. Georgia. The minimum price for 
Bunker fuel f. o. b. cars at piers shall be $5.30 per gross ton 
when delivered to vessels destined to paints beyond the 
harbor limits of Savannah, Georgia." 

By order of the Commission. 

Dated this 12th day of January, 1938. 

P. W. McCullough, Secretary. 

fofrTSEx 

(Order Wo. 1851 

An Order Modifying Order No. 99. as Modified by Orders 
Nos. 137 and 154. and Supplementing the Schedule or 
Minimum Prices for Coals of Code Members Produced 
Within District No. II, iy Adding Thereto a Supple¬ 
mental Schedule op Prices, To Be Known as “Supple¬ 
ment No. 3 to Price Schedule No. 1— District No. 11" 

[Order No. 185 <F. R. Doc. 38-137; Filed. January 14. 
1938: 12:03 p. m.) appears in the issue for Saturday, January 
IS, 1938, at 3 F. R. 101. The following supplemental sched¬ 
ule of prices has been filed with the Division of the Federal 
Register. The National Archives, as a part of Order No. 
185.3 

SUPPLEMENT NO. 3 TO PRICE SCHEDULE NO. 1 FOB DISTRICT NO. 11 

To alt Code Members within District No. 11: 

Effective January 24. 1938. the following addition shall 
be made on Price Schedule No. I: * 


‘2F.R.3281 (DI). 
•2F.R.3062 (DI). 
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Electric Shovel Coal Corporation. Clinton Mine. Seam 
VI. shall be added and price indexed as follows: 

size OKoura 


1 

a 

3 

4 

ft 

t 

7 

8 

8 

10 

11 

13 

13 

14 

1 ft 

F 

F 

F 

F 

r 

F 

F 

F 

- 

F 

F 

F 

- 

F 

H 


By order of the Commission. 

Dated this 12th day of January. 1938. 

^ _ F. W. McCullough. Secretary . 

— 

_ 4order No. 186] 

Aw Order Modifying Order No. 101. as Modified by Orders 
Nos. 114. 135 and 165. and Supplementing the Schedule 
of Minimum Prices roa Coals of Code Members Pro¬ 
duced Within District No. 13. by Adding Thereto a Sup¬ 
plemental Schedule of Prices. To Be Known as "Sup¬ 
plement No. 3 to Schedule No. V-District No. 13” 

I Order No. 186 (F . A. Doc . 38-n8^jrilcd. January 14. 1938; 
12:03 p. m.) appears issue for Saturday, January IS . 

1938, at 3 F. R. 101. The following supplemental schedule 
of prices has been filed with the Division of the Federal 
Register. The National Archives, as a part of Order No. 186 ] 

SUPPLEMENT NO. 3 TO PRICE SCHEDULE NO. I FOR DISTRICT 
NO. 13 * 

Supplemental Schedule of Minimum Prices for By-Product, 
Retort and Water Gas Coals of Code Members Produced 
within District No. 13, Established Pursuant to the Provisions 
of the "Bituminous Coal Act of 1937.” 

Effective: January 24. 1938. 

Issued: January 12. 1938. 

F. W. McCullough, Secretary. 

District No. 13 ( Tennessee-Georgia Mines), Prices in Cents 
per Net Ton of 2.000 Pounds for Shipment Into All Market 
Areas 


SPECIAL BY PRODUCT COALS—SIZE GROUPS 7.4.8, 10 



District No. 13 <Alabama Mines) Prices in Cents per Net 
Ton of 2.000 Pounds for Shipment Into the Market Areas 
Shown Below for Size Groups 2 and 3 

RETORT AND WATEfc GAS COALS 



1 2 F. R. 3079 (DI). 

u v- \ s 


| Order No. 1871 

An Order Modifying Order No. 89. as Modified by Orders 

Nos. 126, 148 and 159. and Supplementing the Schedule of 

Minimum Prices for Coals of Code Members Produced 

Within District No. 1, by Adding Thereto a Supplemental 

Schedule of Prices, To Be Known as "Supplement No. 

4 to Price Schedule No. 1—District No. 1” 

The National Bituminous Coal Commission having by its 
Order No. 89, as modi fled by Orders Nos. 126, 148 and 159,* 
determined and established the Minimum Prices of Coals of 
Code Members Produced within District No. 1. as set forth in 
"Price Schedule No. 1—District No. 1”, as supplemented by 
"Supplements No. 1, No. 2 and No. 3”. and having determined 
that the provisions of subsections (a) and <b) of Part n of 
Section 4 of the Act and the purposes thereof will be carried 
out more effectively by supplementing the aforesaid Schedule 
and Supplements by a further Supplement as hereinafter 
provided: 

Now, therefore, pursuant to Act of Congress entitled "An 
Act to Regulate Interstate Commerce In Bituminous Coal, 
and for other purposes" < Public, No. 48. 75th Cong.. 1st Sess), 
known as the Bituminous Coal Act of 1937, the National 
Bituminous Coal Commission hereby orders: 

1. That the Minimum Prices of Coals of Code Members 
Produced within District No. 1, established In "Price Sched¬ 
ule No. 1—District No. 1”, as supplemented by "Supplements 
No. 1, No. 2 and No. 3 to Price Schedule No. 1—District No. 
1”, are hereby further supplemented as set forth in "Sup¬ 
plement No. 4 to Price Schedule No. 1—District No. 1”. filed 
this day In the office of the Secretary of the Commission and 
made a part hereof by reference as though fully set forth 
herein, and such minimum prices, as shown in said Supple¬ 
ment No. 4. shall be and hereby are determined and estab¬ 
lished as Minimum Prices of Coals of Code Members within 
District No. 1. and shall be effective at 12:01 o’clock A. M.. 
on the 27th day of January. 1938. 

2. That said Order No. 89. as modified by Orders Nos. 
126, 148 and 159, and as modified herein and by Supplement! 
No. 4 to Price Schedule No. 1—District No. 1, shall remain 
In full force and effect. 

3. That the Secretary of the Commission shall forth¬ 
with mail copies of this Order and Supplement No. 4 to 
Price Schedule No. 1—District No. 1 to the Consumers* Coun¬ 
sel; the Secretaries of the Bituminous Coal Producers* 
Boards; to Code Members within District No. 1: shall cause 
copies of this Order and said Supplement No. 4 to be made 
available for inspection by all interested parties at the 
Secretary's office of the Commission and at all Statistical 
Bureaus of the Commission ; and shall cause to be published 
a copy of this Order In the Federal Register. 

By order of the Commission. 

Dated this 17th day of January. 1938. 

[seal] F. Witcher McCullough. Secretary. 


Supplement No. 4 to Price Schedule No. 1 for District No. 1 

Supplemental Schedule of Minimum Prices for By-Product. 
Retort and Water Gas Cools of Code Members Produced In 
District No. 1 Established Pursuant to the Provisions of the 
Bituminous Cool Act of 1937. 

Effective: January 27. 1938. 

Issued: January 17. 1938. 

F. W. McCullough. Secretary. 


1 2 F. R. 2992.3301.3375.3383 (DI). 










































































13S 


FEDERAL REGISTER, Wednesday, January 19> 193S 


By-Product Prices (All Sizes)—Prices in Cents per net ton of 
2.000 Pounds for Shipment into Market Areas as Shown 
Below 


MARKET JLKEA S (LISTED BELOW) 


Index 

I-A 

out* * 

vide 

CfcjTl 

I-A 

w* 

tfd# 

capes 

1 

2 

3 

4 

7 

6 

0 

10 

It 
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12 
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13 

A _ 
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as 
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as 
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2X5 

2U 

2M 
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2» 
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•220 


235 

2Xft 
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235 
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2X5 

m 
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as 

Cl_ 
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m 
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* 237 
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337 

230 
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as 

E .. 
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337 

337 

230 
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• 237 

337 

937 

230 
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215 

215 

225 

215 

205 

m 


•Includes Areas Nos 17. 20. 21. 22. 23. 24. 25. 20. 27. 28. 29. 80. 
31, 32. 33. 34 09. 100, 104. 105. 100. 107. 108. 109. 110. Ill and 112, 
’Denotes changes. 


Note.— The prices In these areas are net F O. B. mines with 
no freight rate Adjustment to be made. 

Exception; Prices for delivery In Philadelphia Harbor. Pennsyl¬ 
vania. shall be 9t per net ton higher Uum shown for Market 
Area 1-A Inside Capes. 

[F. R. Doc, 30-174; Filed. January 18.1938; 11:21 a. m.) 


(Order No. 188) 

An Order Modifying Order No. 90. as Modified by Orders 
Nos. 138. 149, ISO and 183. and Supplementing the Sched¬ 
ule of Minimum Prices ro« Coals or Code Members Pro¬ 
duced Within District No. 2. by Adding Thereto a Supple¬ 
mental Schedule of Prices. To Be Known as “Supplement 
No. 5 to Price Schedule No, 1—District No. 2” 

The National Bituminous Coal Commission having by Us 
Order No. 90. as modified by Orders Nos. 138. 149. 180 and 
183/ determined and established the Minimum Prices of 
Coals of Code Members produced within District Number 
Two. as set forth in “Price Schedule Number One—District 
Number Two”, as supplemented by “Supplements Number 
One. Number Two, Number Three and Number Four", and 
having determined that the provisions of subsections (a) and 
(b) of Part n of Section 4 of the Act and the purposes 
thereof will be carried out more effectively by supplementing 
the aforesaid Schedule and Supplements by a further Sup¬ 
plement as hereinafter provided: 

Now. therefore, pursuant to Act of Congress entitled “An 
Act to Regulate Interstate Commerce In Bituminous Coal, 
and for other purposes” (Public. No. 48. 75th Cong.. 1st 
6css.) t known as the Bituminous Coal Act of 1937, the Na¬ 
tional Bituminous Coal Commission hereby orders: 

1. That the Minimum Prices of Coals of Chdc Members 
produced within District Number Two. established in ‘Trice 
Schedule Number One—District Number Two”, as supple¬ 
mented by “Supplements Number One. Number Two. Number 
Three and Number Four to Price Schedule Number One— 
District Number Two”, arc hereby further supplemented as 
get forth in “Supplement Number Five to Price Schedule 
Number One—District Number Two”, filed this day in the 
office of the Secretary of the Commission and made a part 
hereof by reference as though fully set forth herein, and 
such minimum prices, as shown in said Supplement Number 
Five, shall be and hereby are determined and established 
as the Minimum Prices of Coals of Code Members within 
District Number Two. and shall be effective at 12:01 o’clock 
A. M„ on the 27th day of January. 1938. 

2. That said Order No. 90. as modified by Orders Nos. 138, 
149, 160 and 183. and as modified herein and by Supplement 
Number Five to Price Schedule Number One^-District Num¬ 
ber Two, shall remain in full force and effect. 

3. That the Secretary of the Commission shall forthwith 
mall copies of this Order and “Supplement Number Five to 
Price Schedule Number One—District Number Two” to the 
Consumers’ Counsel; the Secretaries of the Bituminous Coal 


Producers' Boards; to Code Members within District Number 
Two; shall cause copies of this Order and said Supplemmt 
Number Three to be made available for inspection by all 
interested parties at the Secretary's office of the Commission 
and at all Statistical Bureaus of the Commission; and shall 
cause to be published a copy of this Order in the Federal 
Register. 

By Order of the Commission: 

Dated this 17th day of January. 1938. 
t seal] F. W. McCullough. Secretary. 

Supplement No. 5 to Price Schedule No. 1 for District 

No. 2 

Supplemental Schedule of Minimum Prices for By-Product. 
Retort and Water Gas Coals of Code Members Produced 
within District No. 2. Established Pursuant to the Provisions 
of the “Bituminous Coal Act of 1937”. 

Effective: January 27. 1938. 

Issued: January 17. 1938. 

F. W. McCullough. Secretary. 

By-Product Prices 1 —Run of Mine Coat (Unless Otherwise 
Indicated in Price Index)—Price in Cents per Net Ton of 
2.000 Pounds for Shipment Into Market Areas as Shown 
Below 

MARKET AREAS 
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3W 
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1V0 
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9X1 
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• Include* 17. an. 21.22,21 24. 25, 27, 2*. 29. SO. SI, 32. 33. 34. 90. 100, 104. 105,100. 

107. KM, 109, IKK 111, 113. 

* Exception. i‘rto» lor deitvenm in PtMMdi Harbor, Pa shall be 9 cents per 
Dot ton higher than Cur Market Aren No. 1-A inside Capo* 


BASIS FOR FREIGHT RATE ADJUSTMENT FOR BY-PRODUCT 

Designated Base Rate—Pittsburgh District 

Rates higher than base .—On shipments destined within the 
above named Market Areas the minimum f. o. b. mine price 
may be reduced by an amount in cents per net ton (not in 
excess of 35c) sufficient to equalize the actual freight rate 
with the Pittsburgh District base rate indicated above. 

Rates lower than base. —Where the applying freight rate is 
less than the Pittsburgh District base rate designated above 
the minim um f. o. b. mine price shall be increased by an 
amount in cents per net ton sufficient to equalize the actual 
freight rate with such base rate: provided that the amount 
of such Increase may be limited to a maximum of 35c. 

(F. R. Doc. 38-175; Filed. January 18.1938; 11:21 a. m.| 


[Order No. 1891 

An Order Modifying Order No. 91, as Modified by Orders 
Nos. 128, 150 and 161. and Supplementing the Schedule 
op Minimum Prices for Coals of Code Members Produced 
Within District No. 3. by Adding Thereto a Supplemen¬ 
tal Schedule or Prices, To Be Known as “Supplement 
No. 4. to Prick Schedule No. 1—District No. 3” 

The National Bituminous Coal Commission having by Its 
Order No. 91. as modified by Orders Nos. 128, 150 and 161.’ 
determined and established the Minimum Prices of Coals of 
Code Members Produced within District Number Three, as 
set forth in “Price Schedule No. 1—District Number Three”, 
as supplemented by "Supplements No. 1. No. 2 and No. 3”. 
and having determined that the provisions of Subsections 
(a) and (b) of Part II of Section 4 of the Act and the pur- 
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poses thereof will be carried out more effectively by supple¬ 
menting the aforesaid Schedule and Supplements by a 
further Supplement as hereinafter provided: 

Now. therefore, pursuant to Act of Congress entitled "An 
Act to Regulate Interstate Commerce in Bituminous Coal, 
and for other purposes" (Public, No. 48. 75 Cong., 1st Sess.), 
known as the Bituminous Coal Act of 1937, the National 
Bituminous Coal Commission hereby orders: 

1. That the Minimum Prices of Coals of Code Members 
Produced within District Number Three, established in 
"Price Schedule Number One—District Number Three", as 
supplemented by "Supplements No. 1, No. 2 and No. 3 to 
Price Schedule Number One—District Number Three", are 
hereby further supplemented as set forth in "Supplement 
No. 4 to Price Schedule Number One—District Number 
Three", filed this day in the office of the Secretary of the 
Commission and made a part hereof by reference as though 
fully set forth herein, and such minimum prices, as shown 
in said Supplement No. 4. shall be and hereby are deter¬ 
mined and established as Minimum Prices of Coals of Code 
Members within District Number Three,* and shall be effec¬ 
tive at 12:01 o’clock A. M., on the 27th day of January, 1938. 

2. That said Order No. 91, as modified by Orders Nos. 128, 
150 and 161. and as modified herein and by Supplement No. 
4 to Price Schedule Number One—District Number Three, 
shall remain in full force and effect. 

3. That the Secretary of the Commission shall forthwith 
mail copies of this Order and "Supplement No. 4 to Price 
Schedule Number One—District Number Three" to the Con¬ 
sumers' Counsel; the Secretaries of the Bituminous Coal 
Producers* Boards: to Code Members within District Number 
Three; shall cause copies of this Order and said Supplement 
No. 4 to be made available for inspection by all Interested 
parties at the Secretary's office of the Commission and at 
ell Statistical Bureaus of the Commission: and shall cause 
to be published a copy of this Order In the Federal Register. 

By order of the Commission. 

Dated this 17th day of January, 1938. 

[seal] F. W. McCullough, Secretary . 


Supplement No. 4 to Price Schedule No. 1 for District No. 3 

Supplemental Schedule of Minimum Prices for By-Prod¬ 
uct. Retort and Water Gas Coals of Code Members Pro¬ 
duced within District No. 3. Established Pursuant to the 
Provisions of the "Bituminous Cool Act of 1937". 

Effective January 27, 1938. 

Issued: January 17, 1938. 

F. W. McCullough, Secretary . 

By-Product Prices 9 (All Sizes)—Prices in Cents per Net Ton 
of 2.000 Pounds for Shipment Into Market Areas as Shown 
Below 


|Order No. 190) 

An Order Modifying Order No. 95, as Modified by Orders 
Nos. 131, 163. and 179. and Supplementing the Schedule 
of Minimum Prices for Coals of Code Members Produced 
Within District No. 7, by Adding Thereto a Supplemental 
Schedule of Prices, To Be Known as "Supplement No. 4 
to Price Schedule No. 1—District No. 7'* 

The National Bituminous Coal Commission having by its 
Order No. 95, as modified by Orders Nos. 131, 163 and 179, 1 
determined and established the Minimum Prices of Coals of 
Code Members produced within District No. 7, as set forth 
in "Price Schedule No. 1—District No. 7", and "Supplements 
Nos. 1. 2 and 3 to Price Schedule No. 1—District No. 7". and 
having determined that the provisions of subsections <a) and 
tb) of Part n of Section 4 of the Act and the purposes 
thereof will be carried out more effectively by supplementing 
the aforesaid Price Schedule and Supplements by a further 
Supplement os hereinafter provided: 

Now. therefore , pursuant to Act of Congress entitled "An 
Act to Regulate Interstate Commerce in Bituminous Coal, 
and for other purposes" (Public, No. 48, 75th Cong., 1st Sess.), 
known as the Bituminous Coal Act of 1937. the National 
Bituminous Coal Commission hereby orders: 

1. That the Minimum Prices of Coals of Code Members 
produced within District No. 7. established In Price Sched¬ 
ule No. 1—District No. 7, and Supplements Nos. 1, 2 and 
3 thereto, are hereby further supplemented as set forth in 
Supplement No. 4 to Price Schedule No. 1—District No. 7. 
filed this day In the office of the Secretary of the Com¬ 
mission and made a part hereof by reference as though 
fully set forth herein, and such minimum prices as shown 
in said Supplement No. 4 shall be and hereby are deter¬ 
mined and established as Minimum Prices of Coals of Code 
Members within District No. 7. and shall be and become 
effective at 12:01 o'clock A. M., on the 27th day of January, 
1938. 

2. That said Orders Nos. 95. 131, 163 and 179, and Price 
Schedule No. 1—District No. 7, and Supplements Noe. 1. 2 
and 3 thereto, except as modified herein and by said Sup¬ 
plement No. 4 to Price Schedule No. I—District No. 7. 
shall remain in full force and effect. 

3. That the Secretary of the Commission shall forthwith 
mail copies of this Order and Supplement No. 4 to Price 
Schedule No. 1—District No. 7 to the Consumers* Counsel; 
the Secretaries of the Bituminous Coal Producers' Boards 
and to Code Members within District No. 7; shall cause 
copies of this Order and said Supplement No. 4 to be made 
available for inspection by all interested parties at the Sec¬ 
retary’s office of the Commission and at all Statistical 
Bureaus of the Commission; and shall cause to be published 
a copy of this Order in the Federal Register. 

By order of the Commission. 

Dated this 17th day of January. 1938. 
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Supplement No. 4 to Price Schedule No. 1 for District 

No. 7 

Supplemental Schedule of Minimum Prices for By- 
Product, Retort and Water Gas Coals of Code Members 
Produced within District No. 7, Established Pursuant to the 
Provisions of the "Bituminous Coal Act of 1937", 

Effective: January 27. 1938. 

Issued: January 17. 1938. 


|F. R Doc. 30-176; Filed, January 18,1938; 11:21 a. m.| 


F. W. McCullough, Secretary• 


1 Cancels and supersedes table appearing at 2 P. R. 3387 (DI). 
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High Volatile Mines By-Product Retort and Water Gas — 
Prices in Cents per Net Ton of 2,000 Pounds for Shipment 
Into All Market Areas, * 1 Subject to Exceptions Stated 
Below 



» Above l*rtrw on Hy* Product cool may be reduced Rf per net ton for deliverin' in 
PhUivJeJphU Itnrt*ir, li, ot Merkel Area No. 1A when skipped via Tidewstor tram 
Uuii|iUn Hauls. Va. 


EXCTPTIOXS 

Mines having freight rates applying far shipment into the 
market areas shown below, which arc lower or higher as the 
case may be than the base rate Indicated for such areas, 
must Increase or may reduce the price applicable to the size 
and grade of coal shipped by an amount equal to such dif¬ 
ferential but in no case in excess of twenty <20e) cents per 
net ton. No absorption Is permitted Into areas not specifi¬ 
cally excepted. 

Market Areas I, 1A, 2, 40, 41, 42 ,—Use Kanawha. Logan. 
Kenova-Thacker Base Rate. 

Market Areas 11, 17, 20, 21, 22, 23, 24, 25, 26, 27, 26, 29, 
30. 31, 32, 33. 34, 99. 100. 104. 10S. 106. 107. 108. 109. 110, 
111, 112. —Use (Inner Crescent) Kanawha, Logan. Ken ova- 
Thacker Base Rate. 

Market Areas 39. 43. —Use Virginia District (Group 14) 
Base Bate. 

[P. PL Doc. 3ft-177; Piled. January 18. 103ft; 11 22 a. m ] 


| Order No. 101J 

An Order Modifying Order No. 96. as Modified by Orders 
Nos. 132, 164 and 184, and Supplementing the Schedule of 
Minimum Prices for Coals of Code Members Produced 
Within District Number Eight, by Adding Thereto a Sup¬ 
plemental Schedule of Prices, To Be Known as '‘Supple¬ 
ment No. 4 to Price Schedule Number One—District 
Number Eight 1 ' 

The National Bituminous Coal Commission having by Its 
Order No. 96. as modified by Orders Nos. 132, 164 and 184.* 
determined and established the Minimum Prices ol Coals 
of Code Members produced within District Number Eight, 
as set forth in “Price Schedule Number One—District Num¬ 
ber Eight", and "Supplement Nos. 1. 2 and 3 to Pric e Sched¬ 
ule Number One—District Number Eight”, and having de¬ 
termined that the provisions of subsections (a) and <b) of 
Part II of Section 4 of the Act and the purposes thereof 
will be carried out more effectively by supplementing the 
aforesaid Price Schedule and Supplements by a further Sup¬ 
plement as hereinafter provided: 

Now. therefore, pursuant to Act of Congress entitled "An 
Act to Regulate Interstate Commerce in Bituminous Coal, 
and for other purposes" (Public, No. 48, 75th Cong., 1st 
Ses5.), known as the Bituminous Coal Act of 1937, the 
National Bituminous Coal Commission hereby orders: 

1. That the Minimum Prices of Coals of Code Members 
produced within District Number Eight, established in Price 
Schedule Number One—District Number Eight, and Supple¬ 
ments Nos. 1, 2 and 3 thereto, are hereby further supple¬ 
mented as set forth in Supplement No. 4 to Price Schedule 
Number One—District Number Eight, filed this day in the 
office of the Secretary of the Commission and made a part 
hereof by reference as though fully set forth herein, and 
such minimum prices as shown in said Supplement No. 4 

1 Cancels and supersedes matter appearing at 2 P. B. 3388 (Dl). 

1 2 P. R. 3040, 3281. 3388 (Dl); 3 P. R, 101 (Dl). 


shall be and hereby are determined and established as Mini¬ 
mum Prices of Cools of Code Members within District Num¬ 
ber Eight and shall be and become effective at 12:01 o'clock 
A. M.. on the 27th day of January. 1938. 

2. That said Orders Nos. 96. 132, 164 and 184 and Price 
Schedule Number One—District Number Eight, and Supple¬ 
ments Nos. 1. 2 and 3 thereto, except os modified herein 
and by Supplement No. 4 to Price Schedule Number One— 
District Number Eight, shall remain in full force and effect. 

3. That tiic Secretary of the Commission shall forthwith 
mail copies of this Order and Supplement No. 4 to Price 
Schedule Number One—District Number Eight to the Con¬ 
sumers’ Counsel; the Secretaries of the Bituminous Coal 
Producers' Boards, and to Code Members within District 
Number Eight; shall cause copies of this Order and said Sup¬ 
plement No. 4 to be made available for inspection by all inter¬ 
ested parties at the Secretary’s office of the Commission 
and at all Statistical Bureaus of the Commission: and shall 
cause to be published a copy of this Order in the Federal 
Register. 

By order of the Commission, 

Dated this 17th day of January. 1938. 

I seal 1 P. Witcher McCullough, Secretary. 

Supplement No. 4 to Price Schedule No. 1. District No. 8 

Supplemental Schedule of Minimum Prices for By-Prod¬ 
uct. Retort and Water Gas Coals* of Code Members Pro¬ 
duced in District No. 8 Established Pursuant to the Provi¬ 
sions of the Bituminous Coal Act of 1937. 

Effective: January 27. 1938. 

Issued: January 17. 1938. 

P. W. McCullough, Secretary. 

By-Product. Retort and Water Gas (Size Groups 17. 18, 
19, 20)—Prices in Cents Per Net Ton of 2000 pounds for 
shipment into all Market Areas', Subject to Exceptions 
Stated Below 
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EXCEPTIONS 

Mines having freight rates applying for shipment Into the 
market areas shown below, which are higher than the base 
rate Indicated for such areas may reduce the price applicable 
to the size and grade of coal shipped by an amount equal 
to such differential but in no case in excess of twenty <20v) 
cents per net ton. No absorption is permitted into areas not 
specifically excepted. 

Market Areas 1, 1A. 2. 40. 41, 42. —Use Kanawha. Logan. 
Kenova-Thacker Base Rate, except as follows: 

For Market Areas 1. IA, 2 and 3. Elk River Coal and Lum¬ 
ber Co. may apply the following prices per net ton without 
freight absorption: Group 17. 232; Group 18. 222; Group 19. 
212; Group 20. 197. 

Market Areas 11, 17, 20, 21, 22, 23, 24. 25, 26, 27, 28. 29. 30. 
31, 32. 33. 34. 99. 100, 104. 105. 106. 107. 108. 109. 110, 111, 
112,—Use (Inner Crescent) Kanawha. Logan, Kenova- 
Thacker Base Rate, 

Market Areas 39. 43. —Use Virginia District (Southern Ry.. 
Group 14) Base Rate. 

Market Areas 44. 45, 46. 55, 56, 65. —Use Harlan District 
Base Rate. 

(P. R Doc. 38-178; PUM. January 18.1038; 11:22 a. m.J 

1 Cancels and supersedes matter appearing at 2 P. R. 3389 (Dl)* 







































FEDERAL REGISTER, W\ 

INTERSTATE COMMERCE COMMISSION. 

(Ex Parte No. 1231 
Fifteen Percent Case, 1937 

% January 17, 1933. 

Notice To All Concerned: 

The above-entitled proceeding' is assigned for oral argu¬ 
ment at 10 o'clock a. m., standard time, Monday, January 31, 
2938, at the offices of the Commission, Washington, D. C. 

Requests for allotments of time should be made in writing 
as soon as possible and must reach the Commission not later 
ilian January 27. 

Written briefs may be filed on or before February 9, 1938. 
and the proceeding will be submitted for decision as of that 
date. Reply or answering briefs will not be received. 

In view of the short time permitted for the filing of briefs, 
the Commission will waive its rules of practice requiring that 
briefs containing more than 40 pages be printed and that 
briefs contain an abstract of the evidence relied upon. The 
briefs may therefore be in the nature of written arguments 
and memoranda of authorities. The Commission urges par¬ 
ties whose interests are common to cooperate in presenting 
their contentions in a single argument, and by a single brief , 
wherever that is possible. The evidence is being currently 
abstracted by the Commission, and a copy of this abstract 
is supplied to each member of the Commission. 

If the applicants file briefs, they shall serve copies on all 
Protestants. Counsel for protestonts who file briefs should 
send 20 copies to this Commission and 25 copies to R. V. 
Fletcher. Transportation Building, Washington, D. C„ of 
counsel for the applicants. Counsel for protestants who 
desire copies of briefs filed on behalf of any other protestants 
.should make a request directly on counsel for the latter, as 
soon as possible, and counsel who receive such requests in 
good time will be expected to supply copies to those who so 
apply. 

By the Commission. 

[seal! W. P. Bartel. Secretary. 

IF. R. Doc.38-180; Filed, January 18,1938; 12:13 p.m.] 


SECURITIES AND EXCHANGE COMMISSION. 

United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission. held at its office in the City of Washington, D. C„ 
on the 18th day of January A. D., 1938. 

(File No. 31-81] 

In the Matter of the Application of Burlington Railway 
and Light Company, Amxrican Utilities Corporation, Den¬ 
mark Light and Telephone Corporation. Tri States Power 
Corporation. Frank H. Warren Receiver for Van Buren 
Light and Power Company, The Burlington Railway & 
Light Company, Burlington Improvement Company, The 
Burlington Improvement Company. Peoples Gas and Elec¬ 
tric Company, Peoples Gas and Improvement Company, 
The Peoples Gas and Electric Company of America, Cen¬ 
tral West Utilities Company, Western Securities Com¬ 
pany 

notice of and order for hearing 

An application pursuant to section 3 of the Public Utility 
Holding Company Act of 1935. having been duly filed with 
this Commission by Burlington Railway and Light Company. 
American Utilities Corporation. Denmark Light and Tele¬ 
phone Corporation, Tri States Power Corporation, Frank H. 
Warren, Receiver for Van Buren Light and Power Company. 
The Burlington Railway L Light Company. Burlington Im¬ 
provement Company, The Burlington Improvement Com¬ 
pany. Peoples Gas and Electric Company, Peoples Gas and 


ednesday, January 19, 1938 141 

Improvement Company. The*Peoples Gas and Electric Com¬ 
pany of America. Central West Utilities Company and West¬ 
ern Securities Company asking for exemption from the pro¬ 
visions of the Act; 

It is ordered, That a hearing on such matter be held on 
February 9, 1938, at 10:00 o'clock in the forenoon of that 
day. at the Securities and Exchange Building. 1778 Penn¬ 
sylvania Avenue NW. Washington, D. C. On such day the 
hearing-room clerk in Room 1102 will advise as to the room 
where such hearing will be held. At such hearing, if in 
respect of any declaration, cause shall be shown why such 
declaration shall become effective. 

ft is further ordered. That Richard Townsend or any other 
officer or officers of the Commission designated by it for that 
purpose shall preside at the hearings in such matter. The 
officer so designated to preside at any such bearing is hereby 
authorized to exercise all powers granted to the Commission 
under section 18 <c> of said Act and to continue or post¬ 
pone said hearing from time to time or to a date thereafter 
to be fixed by such presiding officer. ' 

Notice of such hearing Is hereby given to such declarant 
or applicant and to any other person whose participation in 
such proceeding may be in the public Interest or for the pro¬ 
tection of investors or consumers. It is requested that any 
person desiring to be heard or to be admitted as a party to 
such proceeding shall file a notice to that effect with the 
Commission on or before February 4, 1938. 

By the Commission. 

Is*al] Francis P. Brassor, Secretary. 

[F. R Doc. 38-185; Filed, January 18.1938; i:00p. m.| 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at Its office in the City of Washington. D. C.. 
on the 18th day of January, A. D. 1938. 

(File No. 31-3851 

In the Matter of the Application of Godfrey L. Cabot. Inc, 
notice of and order for hearing 

An application pursuant to section 3 of the Public Utility 
Holding Company Act of 1935. having been duly filed with 
this Commission by Godfrey L. Cabot, Inc., asking for ex¬ 
emption from the provisions of the Act; 

It is ordered, That a hearing on such matter be held on 
February 15, 1938, at 10:00 o'clock in the forenoon of that 
day. at the Securities and Exchange Building, 1778 Penn¬ 
sylvania Avenue NW.. Washington, D. C. On such day 
the hearing-room clerk in Room 1102 will advise as to the 
room where such bearing will be held. At such hearing, if in 
respect of any declaration, cause shall be shown why such 
declaration shall become effective. 

It is further ordered. That Richard Townsend or any other 
officer or officers of the Commission designated by it for that 
purpose shall preside at the hearings In such matter. The 
officer so designated to preside at any such hearing Is here¬ 
by authorized to exercise all powers granted to the Com¬ 
mission under section 18 <c> of said Act and to continue 
or postpone said hearing from time to time or to a date 
thereafter to be fixed by such presiding officer. 

Notice of such hearing is hereby given to such declarant 
or applicant and to any other person whose participation 
In such proceeding may be in the public interest or for the 
protection of Investors or consumers. It is requested that 
any person desiring to be heard or to be admitted as & 
party to such proceeding shall file a notice to that effect 
with the Commission on or before February 10. 1938. 

By the Commission. 

[seal] Francis P. Brassor, Secretary. 

IF. R. Doc. 38-184; Filed, January 18.1938; 12:59 p. m.| 


‘2P.R.3242 (DI). 
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United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office In the City of Washington, D. C.. on 
the 18 day of January. A. D. 1938. 

(Pile No. 30-311 

In the Matter or Central New Hampshire Power Company 

NOTICE OF AND ORDER FOR HEARING 

An application pursuant to section 5 (d> of the Public 
Utility Holding Company Act of 1935. having been duly 
filed with this Commission by Central New Hampshire Power 
Company, a registered holding company, requesting an order 
that such applicant has ceased to be a holding company. 

It is ordered . That a hearing on such matter be held on 
February 3, 1938. at 10 o’clock in the forenoon of that day. 
at the Securities and Exchange Building, 1778 Pennsylvania 
Avenue NW., Washington, D. C. On such day the hearing- 
room clerk in Room 1102 will advise as to the room where 
such hearing will be held. At such hearing, if In respect 
of any declaration, cause shall be shown why such declara¬ 
tion shall become effective. 

It is further ordered , That Charles 8. Lobingier or any 
other officer or officers of the Commission designated by it 
lor that purpose shall preside at the hearings in such matter. 
The officer so designated to preside at any such hearing is 
hereby authorized to exercise all powers granted to the 
Commission under section 18 (c) of said Act and to con¬ 
tinue or postpone said hearing from time to time or to a 
date thereafter to be fixed by such presiding officer. 

Notice of such hearing is hereby given to such declarant 
or applicant and to any other person whose participation in 
such proceeding may be in the public interest or for the 
protection of investors or consumers. It is requested that 
ally person desiring to be heard or to be admitted as a 
party to such proceeding shall file a notice to that effect 
with the Commission on or before January 29. 1938. 

By the Commission. 

[seal] Francis P. Brassor. Secretary. 

(F. R.Doc. 38-181; Filed. January 18.1938; 12:59 p.m | 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington. D. C., on 
the 18th day of January, A. D. 1938. 

|FUe No. 31-1121 

In the Matter or the Application of the Permian Oil L Gas 

Company, the Home Utilities Company. Interstate Util¬ 
ities Company 

NOTICE OF AND ORDER FOR HEARING 

An application pursuant to section 2 (a) (4) of the Public 
Utility Holding Company Act of 1935. having been duly filed 
with this Commission by The Permian Oil fc Gas Company, 
The Home Utilities Company, and Interstate Utilities Com¬ 
pany for an order declaring them not to be gas-utility com¬ 
panies os that term is defined in Section 2 (a) (4) of tho 
Act; 

It is ordered. That a hearing on such matter be held on 
February 3. 1938. at 10:00 o’clock in the forenoon of that 
day, at the Securities and Exchange Building. 1778 Pennsyl¬ 
vania Avenue NW., Washington. D. C. On such day the 
hearing-room ckrk in Room 1102 will advise as to the 
room where such hearing will be held. At such hearing, if 
in respect of any declaration, cause shall be shown why such 
declaration shall become effective. 

It is further ordered , That Richard Townsend or any other 
officer or officers of the Commission designated by it for that 
purpose shall preside at the hearings in such matter. The 
officer so designated to preside at any such hearing is hereby 


authorized to exercise all powers granted to the Commission 
under section 18 (c) of said Act and to continue or postpone 
said hearing from time to time or to a date thereafter to 
be fixed by such presiding officer. 

Notice of such hearing is hereby given to such declarant 
or applicant and to any other person whose participation In 
such proceeding may be in the public interest or for tlic pro¬ 
tection of investors or consumers. It is requested that any 
person desiring to be heard or to be admitted as a party to 
such proceeding shall file a notice to that effect with the 
Commission on or before January 29, 1938. 

By the Commission. 

LsealI Francis P. Brassor. Secretary. 

[F. R. Doc. 38-183; Filed. January ia 1938; 12:59 p.m-1 


United Slates of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its offee in the City of Washington. D. C., 
on the 18th day of January, A. D. 1938. 

(Flic No. 31-403| 

In the Matter or the Application or Utilities Holding 
Corporation • 

NOTICE or AND ORDER FOR REARING 

An application pursuant to section 3 of the Public Utility 
Holding Company Act of 1935, having been duly filed with 
this Commission by Utilities Holding Corporation asking for 
exemption from the provisions of the Act; 

It is ordered. That a hearing on such matter be held on 
February 23, 1938, at 10:00 o’clock in the forenoon of that 
day. at the Securities and Exchange Building. 1778 Pennsyl¬ 
vania Avenue NW., Washington, D. C. On such day the 
hearing-room clerk in Room 1102 will advise as to the room 
where such hearing will be held. At such hearing, if In 
respect of any declaration, cause shall be shown why such 
declaration shall become effective. 

It is further ordered. That Richard Townsend or any other 
officer or officers of the Commission designated by it for that 
purpose shall preside at the hearings in such matter. The* 
officer so designated to preside at any such hearing is hereby 
authorized to exercise all powers granted to the Commission 
under section 18 (c) of said Act and to continue or postpone 
said hearing from time to time or to a date thereafter to be 
fixed by such presiding officer. 

Notice of such hearing is hereby given to such declarant or 
applicant and to any other person whose participation in 
such proceeding may be in the public Interest or for the 
protection of investors or consumers. It is requested that 
any person desiring to be heard or to be admitted as a party 
to such proceeding shall file a notice to that effect with the 
Commission on or before February 18. 1938. 

By the Commission. 

[seal] Francis P. Brassor, Secretary . 

(P. R Doc 38-182; Piled. January 18.1938; 12:59 p m.) 


United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington. D. C., on 
the 18th day of January. A. D. 1938. 

[FUc Noa. 46-88 and 32-78; 46-89 and 54-21 

In the Matter or Washington Gas Light Company and Wash¬ 
ington and Suburban Companies 

NOTICE or AND ORDER FOR HEARING 

An application pursuant to section 10 (a) (1) of the Pub¬ 
lic Utility Holding Company Act of 1935, having been duly 
filed with this Commission by Washington Gas Light Com- 
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pany, a subsidiary company of Washington and Suburban 
Companies, a registered holding company, for approval of 
the acquisition by applicant of all of the outstanding securi¬ 
ties of two of applicant's associate companies. Washington 
Suburban Gas Company and Alexandria Gas Company (ex¬ 
cept as to two notes of Alexandria Gas Company aggregating 
$518,269), from said Washington and Suburban Companies, 
in consideration of the issuance by applicant of 8.100 shares 
of applicant's $4.50 Cumulative Convertible Preferred Stock. 

An application pursuant to section 6 (b) of the Public 
Utility Holding Company Act of 1935, having been duly filed 
with this Commission by said Washington Gas Light Company 
for exemption from the provisions of section 6 (a) of said 
Act of the issue and sale by applicant of 8,100 shares of its 
$4,50 Cumulative Convertible Preferred Stock, without par 
value and 24,300 shares of its Common Stock, without par 
value (said common stock to be issued against exercise of 
conversion rights), it being stated by applicant that such 
issue and sale will not be effected unless authorized by the 
Public Utilities Commission of the District of Columbia, 
where applicant is organized and does business and that 
such stock will be issued as the consideration to be paid for 
all the outstanding securities of two associate public-utility 
companies, Alexandria Gas Company and Washington Subur¬ 
ban Gas Company (except as to two notes of Alexandria Gas 
Company aggregating $518,269). 

An application pursuant to section 10 (a) (1) of the Public 
Utility Holding Company Act of 1935, having been duly filed 
with this Commission by Washington and Suburban Com¬ 
panies, a registered holding company, for approval of the 
acquisition by it of 8,100 shares of $4.50 Cumulative Converti¬ 
ble Preferred Stock of Washington Gas Light Company. 

An application pursuant to section 11 (e) of the Public 
Utility Holding Company Act of 1935. having been duly filed 
with this Commission by said Washington and Suburban 
Companies for approval of a plan for the divestment of con¬ 
trol of its subsidiary public-utility and holding companies. 
No. 13——4 


involving the sale by applicant of its holdings of 327.588 
shares of the Common Stock of Washington Gas Light Com¬ 
pany. the sale of all of the outstanding securities of Washing¬ 
ton and Suburban Gas Company and Alexandria Gas Com¬ 
pany to said Washington Gas Light Company (except as to 
two notes of Alexandria Gas Company aggregating $518,269). 
and the sale either of applicant's holdings in eleven interme¬ 
diate holding companies which in turn control New York and 
Richmond Gas Company, or of the holdings of such interme¬ 
diate holding companies in said New York and Richmond 
Gas Company. 

It is ordered. That a hearing on such matters be held on 
February 3. 1938, at 10:00 o'clock in the forenoon of that 
day, at the Securities and Exchange Building. 1778 Pennsyl¬ 
vania Avenue. NW„ Washington. D. C. On such day the 
hearing-room clerk In Room 1102 will advise as to the 
room where such hearing will be held. At such hearing, 
if in respect of any declaration, cause shall be shown why 
such declaration shall become effective. 

It is further ordered, That Robert P. Reeder or any other 
officer or officers of the Commission designated by it for 
that purpose shall preside &t the hearings in such matter. 
The officer so designated to preside at any such hearing is 
hereby authorized to exercise all powers granted to the Com¬ 
mission under section 18 (c) of said Act and to continue 
or postpone said hearing from time to time or to a date 
thereafter to be fixed by such presiding officer. 

Notice dT such hearing is hereby given to such declarant 
or applicant and to any other person whose participation 
in such proceeding may be in the public Interest or for the 
protection of investors or consumers. It is requested that 
any person desiring to be heard or to be admitted as a party 
to such proceeding shall file a notice to that effect with the 
Commission on or before January 29, 1938. 

By the Commission. 

I skalJ Francis P. Brassor. Secretary . 

IP.R Doc.38-186; Filed, January 18. 1938; 1:00p.m.] 































